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Multipoint Distribution Service 

by Mark Nadel 

Multipoint Distribution Service (MOS) is a broadcast 

technology for transmitting "addressed" }j programming over 

microwave frequencies to those with special antennas in a 

line of sight within approximately 25 miles of a trans­

mfttor. 2/ Regulated as a common carrier service, MDS oper­

ators lease access to program suppliers and are subject to 

FCC regulation of carrier charges, terms, and conditions. 3/ 

Until 1983 MDS service was almost exclusively a single 

channel service and only 840,000 were served in 1982, but a 

May 1983 FCC ruling 4/ will now permit up to 10 channels of 

service. 

I. History§_/ 

The FCC first allocated a portion of the radio spectrum 

for MDS in 1962, ii but the service did not attract any real 

interest until 1970, when a technical error was corrected in 

the FCC rules, permitting MOS to be used to transmit full 

color video. 7/ Immediately thereafter, firms quickly began 

applying for licenses (148 by March 31, 1972), 8/ leading 

the FCC to initiate a rulemaking to establish a method for 

regulating this new multi-point common carrier service.'}__/ 

In 1973 Microband Corporation of America initiated the first 

MOS commercial services to two Washington-area motels 10/ 

and by 1974 the FCC had approved rules which provided for 

two channels in each of the largest markets. 11/ 
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The demand for licenses, however, quickly forced the 

FCC to establish comparative licensing standards, analogous 

to those for radio and television broadcasting; _!ii and also 

to defend its jurisdiction against state encroachment. 13/ 

Meanwhile, its concern with interference between the two MDS 

channels 14/ and its decision to avoid allocating 2 channels 

to the same operator.!..§_/ combined to prevent 2 channel 

service from reaching any viewers . .!_?_I 

In 1973, based on the excess demand for MDS channels, 

a leading MOS equipment producer had petitioned the FCC to 

expand the spectrum allocation for MOS, .!Z_/ pointing out that 

the vast majority of the 28 channels neighboring MDS were 

"totally unused and wasted," _!ll./ while a lack of channels 

was denying MDS service to many communities.}__!!_/ The groups 

in control of those channels, however, disputed that a 

reallocation would be in the public interest ..£.Q_/ and no 

action was taken. 21/ Most MDS operators seem to have been 

content to provide a single channel business service. 22/ 

After the 1974 rules were passed, however, distribution 

of pay TV programming began to dominate operations. When 

multiple pay service gained acceptance and a study predicted 

that only multiple service would allow MDS to become competi­

tive with other pay TV technolo9ies, '!cl_/ a new effort was 

made to increase MDS channel capacity. Industry leader, 

Microband unveiled an "Urbanet" plan whereby 12 new channels 

would be added to the previous 2 channels and all 14 then 

grouped into 2 5-channel and l 4-channel groups. 24/ 
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In 1982 the first 2-channel service commenced in Phoenix, 

Ariz., '!21 and soon after an 8-channel MDS experiment was 

conducted in Salt Lake City. 26/ Based on the success of 

the latter the FCC decided in May 1983 to allocated 8 new 

channels to MDS, to be used in 2 groups of 4. 27/ 

II. Some Issues 

A. Reception Problems 

Because MDS requires a line-of-sight to recipients, 

it is much better suited for markets with flat terrains. In 

cities with many large buildings or communities with hilly 

topographies, the potential audience may be significantly 

limited by interference contraints. In addition, the installa­

tion of receiving antennas is often a very delicate and 

time-consuming operation. 28/ 

B. Economics 

The headend equipment, which generally includes a 10 watt 

transmitter, is reportedly to cost about $700,000-900,000. 29/ 

Standard subscriber equipment is expected to range between 

$150-200 in 1984 while addressable equipment is predicted to 

cost $200-300. One consulting firm estimates that operators 

may charge $50 for installation and a $20-23 monthly fee or 

alternatively, $150-200 for installation and a $15-18 monthly 

fee. 30/ This would permit an operator to break even with 

4,000-5,000 subscribers, substantially less than a single 

channel STV operator requires. 31/ 



FOOTNOTES 

1/ Unlike traditional broadcast receivers, MOS receivers 
are-·only activated when the signal received has the address 
code that they have been assigned. For a more detailed 
discussion of the technology and equipment, see K. Glen, 
Report on Multipoint Distribution Service, prepared for the 
Federal Communications Commission Network Inquiry Special 
Staff (Nov. 1979) at 59-65. 

2/ Id. 

3/ 47 C.F.R. §21.90 3(b) (1982). MOS operators are 
subject to regulation under Title II of the Comu1unications 
Act of 1934, 47 u.s.c. §§201 et seq; for some sample 
tariffs, see THE MOS DATABOOK 47-48 (Paul Kagan Assoc., Oct. 
1982) [hereinafter Kagan]. 

4/ See Instructional Fixed Television Service, 54 RAD. 
REG-;" 2d (P&F) 107 (1983). 

5/ For a more detailed history of MOS, see Kagan, supra 
note 3 at 49-54. 

6/ Report and Order in Docket No. 14712, 39 F.C.C. 834 
(1902). The service was granted the 2150-60 MHz segment of 
the portion that the FCC has allocated for common carrier 
use on a shared basis with private systems in Fifth Report 
and Order in Docket No. 12404, 24 Fed.Reg. 1417 (1959). 
Actually, multi-point transmission over microwave frequencies 
occurred prior to 1962 also, see, e.g. Universal Service 
Wireless v. FRC, 3 FRC.ANN.REP. 37 (1929) (construction 
permit for public utility service of the press) and Press 
Wireless, 1 FCC.ANN.REP. 34 (1935) {shortwave radio stations 
engaging in point-to-point and multiple address transmissions 
of news service). In 1953, a proposal for multiple address 
distribution of movies to theaters was authorized, Theatre 
Television Service, 9 RAD.REG. (P&F\ 1528 (1953), but it 
never commenced operation. For more details, see K. Glen, 
supra note 1, at 14. 

7/ The original FCC rules implementing the 1959 allocation 
of 2110-2200 MHz, specified a maximum bandwidth of 5 MHz per 
channel, 24 Fed.Reg. 6052 (1959), but when a 10 MHz segment 
was designated for MOS service, the agency appeared to 
reject a 5 MHz limit as too narrow. Report and Order in 
Docket No. 14712, 39 F.c.c. 834,836 0962). When a petition 
was filed by Varian Associates (a major equipment supplier) 
RM-1188 (July 25, 1967) proposing a maximum bandwith of 3.5 
MHz for operators elsewhere in the 2110-2200 MHz band, 
however, it was inadvertently approved for the MOS portion 
also and this was not corrected until 1970. Memorandum 
Opinion and Order re Section 21.703(9), 47 F.C.C.2d 957 
(1970). 



8/ Notice of Proposed Rulemaklng in Docket 19493, 34 
F.C.C.2d 719 (1972). 

9/ Id. These rules provided the technical standards for 
the Service, as it is technically different from point-to-point 
microwave used elsewhere in the band. 

10/ Microband Corporation of America was the first to 
transmit an MDS test signal in January 1973, and first to 
link MOS to domestic and int'l satellite systems in 1974-75. 
Kagan, supra note 3, at 49-50. 

11/ Report and Order in Docket No. 19493, 45 f.C.C.2d 616 
(1974), recons1d. denied, 57 F.C.C.2d 301 (1975). 2150-2156 
MHz was designated as channel 1 and 2156-2162 MHz as channel 
2 in the 50 largest metropolitan markets. In other markets, 
a 4 MHz channel, 2156-60, was designated as channel 2A in 
lieu of the 6 MHz channel 2. Id.; 47 C.F.R. § 901 (b). 

12/ See Peabody Telephone Answering Service, 55 F.C.C. 626 
(19~) {listing five factors to be considered in a comparative 
hearing). 

13/ See Midwest Corp. and Two-Way Radio of Carolina, 
Inc-:-;-, 53 F.C.C.2d 294 (1975); Orth-0-Vision, Inc., 82 
F.C.C.2d 178 (1980), aff'd New York State Commission on 
Cable Television V, FCC, 669 F,2d 58 (2d Cir. 1982) (States 
are preempted from regu1 ati ng sate11 i te master antennas due 
to their use in MOS reception, a technology subject to 
exclusive federal regulation). 

14/ See Report and Order, 45 F.C.C.2d at 620-22; 47 
c.r-:-R". §21.90l(c) (1982) ("Channels 2 and 2A will be assigned 
only where there is evidence that no harmful interference 
will occur ... "). See also, 47 C.F.R. §21.902. 

15/ 45 F.C.C.2d at 622; 47 C.F.R. §21.90l(d)(l982} (No 
duanicenses are permitted unless the applicant has waited 
a minimum of 1 year and there is public demand unlikely to 
be satisfied by others). 

16/ "Because of the number of mutually exclusive applicants, 
there are very few cities where channel 1 and channel 2 are 
operating simultaneously. See Notice of Inquiry and Proposed 
Rulemaking in Docket No. 80-113, FCC 80-137 (released April 
24, 1980)" Radiocall Corp., 85 F.C.C.2d 596, 597 n.5 (1981). 

17/ Varian Associates, Petition for Rulemaking, RM-2213 
(June 14, 1973); Glen, supra note l, at 26. 

18/ In 1963, 31 6-MHz channels were authorized to be 
usedfor "the transmission of instructional and cultural material," 
see Report and Order in Docket No. 14744, 39 F.c.c. 846 (1963); 
see Glen, supra note l, at 26. 

s 



19/ Because the lengthy comparative hearings among 
mutually exclusive MDS applicants and interference problems 
caused by congestion, many communities were denied service. 
See note 16, supra; Microband Corp. of America, 41 F.C.C.2d 
184 (1973). 

20/ See Glen, supra note 1, at 27. 

21/ The FCC's action on the Microband petition in 1982, 
supra note 4, appears to have been made politically possible 
by permitting incumbant ITFS licensees to enjoy financial 
benefits by leasing their channels. See MacNeice, "Catholic 
Church May Lease ITFS Channels to MDS Ops," Multichannel 
News, Dec. 27, 1982, at 18, col. 1. 

22/ See, e.g. Notice of Inquiry, Proposed Rulemaking and 
order (Gen. Docket No. 80-112), 45 Fed. Reg. 29,323, 29,325 
(May 2, 1980); BROADCASTING, Dec. 8, 1975, at 2. ("Microband 
has specifically enunciated its intention to create a 
network [for]. business commun1cat1ons and information."). 

23/ In 1974, the FCC had observed that, "There appears to be 
littTe economic benefit to be gained by giving one entity a 
two channel monopoly in any community." 45 F .c.C.2d at 622, 
but the economies of scale in marketing, management, and 
transmitter site costs that the FCC had recognized even 
then, id., seem to have been significant enough for industry 
experts and the FCC to find multi-channel service valuable. 
See, e.g., Browne, Bortz & Coddington, The Impact of Competi­
tive Distribution Technologies on Cable Television (1982) 
(prepared for the Nat'l Cable Television Ass'n). 

24/ Microband proposal comments to 80-112, 113 (Feb. 12, 
1982T, 

25/ Hinte, "MDS: I\ New Industry Comes of Age," S/\T GUJ[)E, 
Sept:" 1982, at 26, 42. 

26/ S. Cobb, "Multichannel MDS Declared Success, Awaits 
FCCAction," Multichannel News, Mar. 7, 1983, at 1, col. 1. 

27/ See note 4, supra. 

28/ See Non-Cable Pay TV Service 118-119 (Int'l Resource Deve1op-
men-:r;-Inc. Mar. 1983). 

29/ Id., at 122. 

30/ Id., at 123-24. 

31/ Id., at 124. 
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APPENDIX A. BREAKEVEN MODEL VARIABLES 

This appendix provides a more detailed justification for costs used In 

the single and multichannel MOS breakeven analyses. An initial source (Table A­

l) was cost estimates provided by Microband based on interviews with operators, 

These were supplemented by a review of secondary sources and BBC interviews with 

equipment manufacturers, program suppliers, and MOS operators. 

Capital Equipment Costs 

The two principal categories of capital equipment costs are headend 

equipment, the costs of which are fixed, and in-home subscriber equipment, which 

varies directly on a per subscriber basis. 

Headend equipment. The MOS operator 1s responsible for supplying a 

satellite receive only earth station (TVRO) and paying a special charge for a 100 

watt amplifier if transmission is at 100 watts. Standalone origination equipment 

is required if the operator self-programs the service. 

Satellite receive only earth station prices have dropped consistently 

over recent years to the point where some are being offered to the home market 

for $5,000 or less, Corrmercial units are priced as low as $8,000 to $12,000,(1) 

For this analysis, a range of $15,000 to $25,000 is assumed for TVRO costs to 

account for a high quality unit and installation expenditures. A 100 watt 

amplifier is priced at approximately $15,000,(2) Single channel MOS headend 

capital equipment costs are estimated at $15,000 to $40,000, 

The incremental costs of multichannel MOS vary tremendously, depending 

upon system security characteristics and the progranrning carried. At the 

simplest level, only additional earth station receivers are necessary, Alterna• 

tively, a second earth station could be required if programning from more than 



REVENUE AND EXPENDITURE FACTORS 
Typical MOS Pay TV Operation 

(based on recent survey) 

JNDIVIDUAUBULK SUBSCRIBER PROFILE 

EXPENDITURES Private Multiple Bulk Apt 
Ho= Dwelling un;t Condo/Hotel 

Reception Equipment 
$75-100 $3-500 plus $15 $3-500 
one time each one time one time 

Installation $35-40 $200-2,000 $200-2,000 
one time one lime one lime 

Direct Selling 
$20-25 per $20-30 per Est. $500 per 

sub. - one time sub. - one lime bldg - one time 

Program Guide/ .50-.75 per .60-.75 per .25 per 
BIiiing Collection sub. per month sub. per mon1h sub. per month 

Programming Package $3.50-4.50 per $3.50-4.50 per $3.50--4.50 per 

Ma Satellite) sub. per month sub. per month month per equiv. 
occupancy 

Programming Package $2.50-3.50 per $2.50-3.50 p,,r $2.50-3 50 per 

(Stand-alone I sub. per month sub. per month month per equiv. 
occupancy 

.10-.85 per .10".85 per .10-.85 per 
All-nlte Programming '"' per month sub. per month month per equiv. 

occupancy 

Satellite Earth Station $15,000 • $25,000 one time/installed ------------
Microwave Link (STL) 

$15.000 - $25,000 one time/installed 
plus $275 per month 

Stand-alone origination $30.000 - $50.000 one t<me/ins!allOO plus 
equipment $ 2.000 per month for operations personnel 

MDS transmission tariff 
a) base/ monthly fee 

protected - - - $3,500 per month· - • • • • • • • -- • • - • • - • - • • - - -

unprotected - - • $2.500 per month • • • • • • • • • • • • • • • • • • • • • - • -

b) connection point charge .65 per sub, .65 per sub. .65 per month 
per month per month per equiv. sub. 

Advertlsing Bcpense variable variable variable 

Number of installs 
2-4 per day 5-6 per day all in one day per day per truck 

TYPICAL REVENUES Private Multiple Bulk Apt. 
Home Dwelling Unit Condo/Hotel 

Service Fee $14-18 $12-13 "~ per month per month per month 

Security DeposiV $75-125 $15-25 WA Install Fee one time one lime 

Gulde Advertising N;A N;A WA 

15 

Source: r:icroband Corporation of 11.nerica. 
as reasonable by BGC before use in 

All fipures were independently verified 
t~e nodelin" col'tponent of this report. 



one satellite is desired. Computer and encoding capability for an addressable 

system would also substantially increase headend costs. For example, computer 

capability for an addressable cable system adds from $18,000 to $125,000 to 

headend costs, depending on system capability, although most units are priced 

under $50,000.(3) 

The BBC model assumes headend costs of $20,000 to $50,000 for a non-

' addressable multichannel system. Headend costs for an addressable system would 

be in the $60,000 to $100,000 range. 

Subscriber equipment. Single channel MOS receive equipment includes 

an antenna, downconverter, power supply and related equipment such as antenna 

mounts and an on-of switch. Equipment costs have declined dramatically over the 

last few years. Price levels reported over the last year include:(4) 

, Electroline of Montreal--A-B switches $1.95 (quantity 
500). 

• lindsay--antennas--$14.20-$21.50 -{ quantity 100); down­
converter-antenna packages $50-$100 

• Standard--$50 for antenna/downconverter combination, $73 
with variable power supply, $86 with AFT power supply 

• Bogner Multitenna Corp.--21 dB twin-rod antenna, $28 
(1,000 quantity) or $70 as a package w1th TEST down­
converter. 

• TEST--low wind antennas, $18-24 (depending on gain). 
Combination antenna--downconverter package $63-$80 with 
standard performance downconverter, $106-123 with low 
noise downconverter) 

• Oak--Crystal co11trolled downconverter-antenna-power 
supply package $92.50 in large lot. 

The BBC model uses a range of $75-100 for the single channel case, with the 

figure varying according to antenna gain and noise characteristics and tun­

ability or crystal control in the downconverter. It should be noted that the 

most expensive units are usually installed only on the fringes of an MOS signal 



coverage area, with less expensive combinations used for the bulk of instal­

lations. 

Multiple dwelling unit equipment is more expensive on an absolute 

basis but usually less expensive per subscr1ber. Microband data (see Table A-1) 

indicate reception equipment for multiple dwelling units is in the $300-500 range 

plus $15 per subscriber while bu1k apartment or condominium units can be equipped 

for $300-500. Because the BBC model assumes a1l subscribers reside in single 

family residences, the multifamily equipment prices are not utilized. 

At the simplest level, a multichannel MOS system would require only a 

relatively simple converter to handle up to five channels and a second antenna. 

Microband personnel estimate these could be provided for approximately $25-$50 

per subscriber.(5) 

Subscr1ber. equipment for an addressable system, which would both 

enhance security and provide ancillary revenue opportunities such as pay-per­

view, are substantially more expensive. Addressable cable terminals are priced 

at .ipproximately $100-185, depending upon price and quantity.(6) Total multi­

channel MOS in-home equipment (antenna--downconverter combination plus sub­

scriber terminal) for an addressable system would be a minimum of $200 and a 

maximum of $300. The upper figure accounts for possibly low production runs for 

an MOS specific unit, or alternatively, could be a terminal with enhanced cap­

abilities such as videotex. 

Operational Costs 

Operational cost categories include programilng, station tariff, pro­

gram guide and billing, advertising/marketing, and other variable (e.g., mainte­

nance, bad debt) and fixed (e.g., administrative salaries, rent, telephone} 

operational costs. 



ProgralTITiing. Progra!IITiing is among the largest single cost elements in 

both the single and multichannel systems. At present, most MDS systems take a 

satellite feed from a national program service such as Home Box Office (HBO), 

Showtime or The Movie Channel. Others are self progra.rmied or affiliated with a 

smaller program entity, such as Starcase (Entertainment Systems) or Showbiz 

(Texas Entertainment Network), Microband price data (Table Awl) suggest self 

prOgra[l{lling ma_)' be less expensive than a satellite feed on a variable cost basis 

although a fixed cost of $30,000 to $50,000 is present for origination equipment. 

The BBC model is based primarily on satellite fed prograrfllling charges. 

HBO presently has a wide range of MOS program charges, some above and 

some below the rates charged cable operators. They are moving (January 1, 1982) 

to a standard rate for all delivery modes of $4.70 plus 10 percent of all 

.subscriber fees over $9 per month.(7) The charge for a $15 per month MDS 

subscriber would therefore be $5.30 per month {$4,70 + ,60), However, subw 

stantial volume discounts are available, with operators allowed to aggregate 

subscribers across systems: 

HBO Subscribers 

10,000 
25,000 
40,000 
75,000 
100,000 

Discount ,, 
" 5 

15 
20 

In other words, the charge for a $15 per month subscriber on a system operated by 

an entity with more than 100,000 combined HBO subscribers would be only $4.24 

monthly. 



Showtime charges a flat monthly rate of $4.00 per MOS subscriber, 

regardless of the subscriber fee. Showtirne offers the following volume dis­

counts:{8) 

Showtime Subscribers 

0 to 1,000 
1,000 to 2,000 
2,000 to 10,000 
10,000 to 50,000 
50,000 to 100,000 
100,000 and over 

Monthly 
Fee For 

MOS 

$4.00 
3.90 
3 .85 
3.75 
3.65 
3.50 

The Movie Channel charges a flat $4.50 monthly fee for MOS regardless of sub­

scriber charge or number of subscribers.(9) 

The single channel MOS model incorporates a $4.00 per month ($46 per 

year) program charge for the low cost system, $5.50 per month ($66 per year) for 

the high cost system. 

Defining progra[fffl1ng costs for multichannel MOS is difficult because 

of the dynamically assignable nature of the proposed five channel system. In 

essence, a variety of program services of a rapidly changing nature could be 

programmed on the service. For analytical purposes, BBC assumed a five channel 

system with per channel costs typical of those for the cable television industry. 

Neither the cost nor revenue from pay-per-view programming is included in the 

model. 

Total progrrurniing costs are estimated at $8 per month per subscriber 

($96 annually) for the low cost multichannel system, $14 per month ($168 annu­

ally) for the high cost service. The low cost option would correspond to a 

service offering one premium pay service and a lower cost "mini" premium service 

such as Home Th~atre Network or The SportsChannel. In the high cost option, two 

premium services plus a higher priced "mini" premium service are assumed. 
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The remaining channels in the low and high cost options are assumed to 

be similar in cost to "basic" satellite delivered cable programming. Basic cable 

progra1T111ing costs are now in the free to $.20 per subscriber per month range 

although prices are generally declining. Most program ventures announced within 

the past year, including Daytime (ABC-Hearst), Sate11ite News Channels (ABC­

Westinghouse) and The Weather Channel {Landmark) will be provided free to cable 
' operators. ( 10) 

Station tariff. The newest Microband tariff contains the following 

charges for protected service:(11) 

Charge 
10 watt base fee 
Station connection charge 
100 watt service 

Microband Tariff 
(monthly) 

$4,000 
,90 per subscriber 
$300 

Microband tariff charges for multichannel service had not been deter­

mined at the time this economic analysis was undertaken, In the absence of a 

firm rate, Microband provided the following hypothetical tariff: 

Low cost scenario: $6,000 per month plus $2,00 per multi­
channel subscriber per month 
High cost scenario: $7,500 per month plus $3.00 per multi­
channel subscriber per month 

Program guide/billing. MOS operators typically send subscribers a 

monthly program guide along with, or in addition to, a monthly bill, HBO and 

Showtime program guides are available for approximately 5¢ and 20¢ per guide per 

month, respectfvely.(12) Program guide costs for a self-prograrrrned service 

range upwards from approximately 54: each (32 page digest size, 4 page 4 color 

enamel, 28 pages newsprlnt)(lJ), exclusive of editorial costs. 

I 
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Billing costs also_ vary depending upon whether or not the operator 

performs its own billing or uses an outside service. CableData, a major cable 

industry billing agent, charges from 18¢-30¢ per subscriber per month plus post­

age.(14) 

The BBC model incorporates a range of $.60 to $.75 per month per 

subscriber ($7.20 to $9.00 per subscriber per year) in the single channel case. 

This is similar to the numbers used by Microband (Table A-1)--slightly higher 

than figures outlined above to account for investing, mailing 11st preparation, 

etc. 

For multichannel subscribers, billing and pro§ram guide costs are 

assumed to range from $,75 to $1.00 per month per subscriber ($9.00 to $12.00 per 

subscriber per year). The higher figures account for the additional complexity 

and cost of a program guide devoted to several programming services, 

Advertising/marketing. Advertising and marketing costs are among the 

most variable of all MOS expenditures, A system advertising budget will depend, 

among other factors, on the presence of competitive pay TV distribution modes 

(e.g., $TV, cable), the degree of single family vs, multifamily or bulk unit 

marketing, and the desired speed of financial breakeven. In many cases, high 

advertising expenditures may raise the breakeven level of operation but shorten 

the timeframe within which it is achieved. Advertising expenditures will also 

usually be highest during the initial marketing phase and decline as the system 

becomes more established, 

Monthly MOS operator advertising expenditures can vary from almost 

nothing up to $50,000 or more. For example, Multicast reports Centerstage in 

Lexington, Kentucky spends $2,000 per month for radio and some print; First 

National Home Theatre, by contrast, spends up to $50,000.(15) With the exception 

of the largest market -systems, advertising expenditures for most operators 

appear to be less than $10,000 per month,(16) 

! 

I 

l 
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The BBC single channel model uses a range of $25,000 to $100,000 

annually for advertising expenses. It is recognized that some larger market 

stations will exceed this figure. A range of $10,000 to $50,000 monthly 

{$120,000 to $600,000 per year} is used for multichannel systems, The higher 

level is a result of two factors: 

• Multichannel MOS, at least initially, will be limited to 
larger markets where advertising expenses are compar­
atively high. 

, Multichannel MOS will probably be priced significantly 
above the single channel system, Pay TV is price sensi­
tive, resulting in higher marketing costs per sale in the 
multichannel case, 

Other variable costs, Equipment maintenance and bad debt are the two 

principal variable costs not covered under other categories. Unfortunately, few 

data are available as to the size of these factors in the MOS industry. Equip­

ment maintenance costs appear to be fairly low for single channel MOS because of 

the relative simp1icity of the equipment. Based on interviews with MOS oper­

ators(l7) and microwave engineers(lB), maintenance costs are estimated to 

average from $1.00 to $1.50 per subscriber per month. Bad debt is estimated at 3 

percent monthly.(19) Total variable costs are estimated at $1.50 to $2.00 per 

subscriber monthly in the single channel case, double that for multichannel 

subscribers because of the greater complexity of the subscriber equipment and 

higher monthly subscriber fees. 

Fixed operating expenses. The fixed operating costs of an MOS operator 

include administrative salaries, rent, travel, leg_al services, utilities, tele­

phone, insurance and related costs incurred in operating a business. Receiving 

and processing of consumer orders and scheduling installation and service calls 

are also included in this category. MOS fixed costs tend to be low because only a 

small amount of Mn-prim<? office ~pace and a modest staff Me required. Not 
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including installers or billing staff (whose costs are covered under other cate­

gories of the model), total staffing could range from four to 15 persons for most 

MOS operators.(20) Most staff positions are for lower skill levels hence per 

employee salary levels are fairly low. 

Based on the foregoing staffing figures, with an allowance for over­

head, fixed operating costs are estimated to range from $150,000 to $500,000 

annually for most single channel MOS operations. 

The fixed costs of multichannel MOS should not increase significantly 

above the single channel level although some staff increase will be required. 

Multichannel MOS fixed costs are estimated to range from .$250,000 to $600,000. 

Other Financial Factors 

Depreciation. Five year straight line deprechtion is used in both the 

single and multichannel models. In actual practice, more accelerated depreci­

ation practices are probably used (e.g., three years), resulting in higher de­

preciation costs in the initial years, lower ones in later years. The use of the 

five year straight line method is a simple approach, designed to even out system 

costs over an assumed five year equipment life. 

Interest. Interest rates have been extremely volatile over recent 

years causing difficulty in establishing a set rate for consistent economic 

analysis. The BBC model uses 18 percent. 

It is also assumed all capital costs are borrowed. While this is an 

obvious simplification it does provide an imputed value for invested capital. 

The interest equation takes the form .SI, reflecting average interest expendi­

tures over the payback period assuming principal is paid down in equal install­

ments over loan life, In other words, interest payments are usually highest 

immediately after funds are borrowed and thereafter decline. The BBC model 

averages these costs over the term of purchase, in this case assumed to be five 

years. 
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(7) HBO pricing data is from interview with Bill Grumbles, Midwest Sales 
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(8) Interview with Mark Hotz, Showtime, October 27, 1981. 

(9) Interview with Scott Hultz, Midwest Sales Represenative, The Movie 
Channel, October 21, 1981. 
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Table 3: MOS, STV Revenues 
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FINANCIAL QUALlF!CAT10NS 
OF BROADCAST APPLICANT CONTEMPORARY COMMUNICATIONS CORPORATION 

n,o Commm;,on " , .. l<,ng ,n tho quo,,.an, thot ,o,1ow ,nlormatlon a< to coot<aeto and a,rangomente now ,n o»stonco. ao woll .. any 
ar<angom<n" or nago!lat,on•. w,lllon or oral. wh,ch ,a<ato to th• p,o .. nt or Muro hnanclng of tho sialion; tM question, muot !)e 
onswe,ad '" OM ilgnt ot u,;, ,nsto,c,aon. 

IF CONTEMPlATcD EXPENOITIJRES AAE LESS Tl-!AN $0,000 AND THO$ APPLICATION ,s FQA A CHANGE >N AN ,;x,srnm 
STATION, COMPLETE ONLY THIS PAGE OF SECTION llt 

a o,,.,n "'"matM ,rn11al costs o! m,.,ng ,n,tailot,on lor "hlch appfo,a(lon i, modO If po~ormod under o con"aol for tho complotod 
wock, Lho la<ts a, to ,uch contract must be ,tatod ,n '"" of e,t,motao a, \o the,.,.,., ltom._ In any '"""'· tho cost shown muat bo 
co,,. ,n olaco ,n(l ,.,o, Fa, sor~co, 1nc1<•dmg tM amount> 10< '"""'· supoe,,.,on. mato,lal,, ,uppl;e, and r,o;g/\1. Coot 1lemo •""" •• 
o,o,•,s,onal lee,. mab,la •nd STL equipment. Mn•t<ctin1cal ,tud;a lumi,h1ng>, ate., ,hauld be ,noluded undor "Other Item," boEaw. 
ano ,,cm,zeo 

~nlenM Sys<om (lnclu<:llng anlenna, ant,nna tower, tran,rn,»lon line. pha,;ng 
eQUl~ent, g,□und >)stom, coupl;ng oqu<p=n• and towM 
l19Mmg,I 

RF Cene,at,ng Eqummant· i lnelM1ng 1,onsm"te'- tuMo, !liter,, d,plO•"· ,omoto 
- • ,on'1ol oqu,pmenc ,nd au!Oma!lc iogge,.) 

Mon,torlng ano T a,t Equ1~enr (lnclud,ng frequency momto,, p,,a,o mon<t□t. 
moiJuli,lian monua,, a>e1llo,cooe. dummy load. ,eotrascopo, 
,idea momla« I 

P,cgram o,,g,natlon Equ1omen, (lnclud,ng oonorol con,ote,. lilm ,Mins, 
camera,. audio ••o• aqu;pm,,nt. video ,ape •qulpment. otogram 
an<! d,otr,burion ,mp1;l1•"• rlm<ter,. an<! to,nsc,lplton 
equ,oment I 

Acqul,lng, Aamodollng or Con,tructmg Buddings: 

Orne, Item,, (1tem"• Be<ow) 

lns!aflatlon Costs: 

Otn., Ml,cellaneou~ 

Tataj O<he,- Item, 

Total Cons!ruct,on Co"" 

Add E,t,matea Co,t of Opa,ahun lo, s;r,t Yea,. 

Total fo,t Yea, Co,t, To Se Met Sy Aepl,can,-

' 

COLUMN I 
!USE ONLY 

WHEN ITEM/ZING) 

2 500 
3,500 

15,000 

' 

I 

COLUMN II 
(TOfALJ 

21,500 

822 500 

50,000 

40 000 

21,000 
955,000 

lQ8 907 

1,063,907 

189,000 

sec so,m 31l\1 IP,g, '" 
Juao Isa~ 



Soetfon II!, Pogo 2 Flnanc"11 Q11alltlcatl0n1 

l,.m t /CMtinuad): 

b. Slato tno oo,ls ol tno o,tima,., In 1al, Pago I, Soc~on Ill, mcl<>dmg {;n 1110 c"'• oP an appHcaMn lo,• new b,wdeaot ,tatlonJ 
oornpleto itemization of cost of operation fortho !irst yoor, including c.,,.t of p,oposod P"';l«•mmmg, as E><MHt I II -1 to 
th" appl;calr,:,n, 

2. Attach ., E,n,,,,, III - 2 a detailed ""'""'" '"""' •Mw,ng applicant', , .. o1,, llab<lillos aM ""' WMh •M ,,.,. luily lhe 
foot, ,how1ng appllcanrs !Inane~ ,o,pon,lb1lity with ,e,p«t to lhe coost,uctlon and ope,allon o1 lho station. 

EXHIBIT III-1 July 15, 1982 

• 
• • • Cost estimates were obtained by sampling vendor price quotations for each item. 

No costs are included for programming because programming will be provided by our ii 
customer, Items included in firBt year ope.rating costs are, 

Site rental-transmitter 
Electricity 
Maintenance 
Tubes 
Other maintenance material 
Corporate overhead 

$ 9,000 
9,960 

22,500 
19,600 
5,000 

42,847 

$108,907 

Revenue estimates are based upon start-up at the beginning of the seventh month 
after a construction permit is issued, and are conservatively calcnlated to 
include only transmission revenues, Applicant also e><pects to earn subscriber 
revenues but is unable to estimate the amount of such revenues at this time. 
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FINANCIAL QUALIFICA T!ONS 
OF SROADCAST APPLICANT CONTEMPORARY COMMUNICATIONS CORPORATION 

TM Comma,;,;,on " "•l<1ng in the ouosfain• tMO follow ,nfo,mOOion a, to con,,aots aM anangom<ant, now m e"•tonco, •• well a, •ny 
a,rangeman" or nago"•';o,i,, written o/ otal, wh,ct, <el>." to tt,o p,o .. no Of fulu,o linanc1ng of tno ,Oo!lon: ,ho QU"8!f<lns muot lie 
an,we"d Ln !M l•ght of tht, ln,i,uctlon 

OF CONTEMPLATED EXPENOOTIJRES ARE LE5S THAN S5J)OO ANO TH<$ APPLICATlQN IS FOR A CrlANGE IN AN EXOSTlNG 
STATION, COMPLET'E ONLY THIS PAGE OF SECTION Ill 

a, G""" estimated ,nii,al Coot, of makmg ,o,tallation lo< Wh«:h app,,catlon i, modo, 11 porlorrno<I undo, • contract fo, !M compleled 
wack, !ho !acts a, Oo such contract muse M staled ,n lieu al e,Oimato, .. to (t,o so,o,oi 11em,. In any ovont, tho co" •Mwn must bo 
cost, ,n p,ace and ""'dy lor sernc,, ,ncOudlng Ohe amounts ,o, labo,, ,uperv,s,on. malena••· ,upp1; .. aM l,esgh1. C<>Sl l!Om, ,uch ., 
pruross1onal fees, moo,•• '"" STL eqwpmoat, non•tocnnocaO siudlo iurrno/>mgO, otc •• ohou•d M ,ncludod undor "Otne< ltom,·· oe,ow, 
ond ,tem1;:ed 

Antenna Sy.,om· 1<ncluQing antenna, ,n1<nna !owo,, tran,.,,,.,on tine, phas,ng 
equ,pment, g,ound ,ys,om, couol•ng equ,pmont and towor 
,,ght,ng.) 

~F Oeneca>mg Equ,omonl Pnclud,ng """'"''""'· <ub••• m,e,.. d,pta,o,, '8ITTO!O 
---· conornl equ,pmant, ,no aulcmat,C logger.) 

Mom!onng and Te" Equipm<n!' (lnclud;ng f,aq".Ocy mon,to,. phase moml<.,, 
inodulahon monHo,, osc<lloscope. aummy load, -,lro$COpo. 
,idoo mon.,ors.) 

Prng,am o,,g1na,.on Equ,pmenc (tnclUOlng contmt con,oles, ,,,m """'"'• 
cameras, '""'" !apo eou,pmont, """" ,ape oquipmont, orog,am 
and aa,tnoutlon ,mpi,f,e,s, ,m,t•"· ,n<J 1ran,c,lpt1on 
,qu,pmeot.) 

Acou,nog Lano, 

Acou,nng, l!emodeEing or Const<ucUng Bu1ld1ng,· 

Otne,Hemo lltem,,..Bolowl 

l(l\lal Co,osc 

~ngmoonng Co.,,· 

Otner M<acelloneou.­

To,ao O!h,>e l!ems: 

Total ConstcuctlOo Co,o,: 

Add Esttmated Cost of Ooera'1oa Fo, F;,., Yoo,, 

Est<mated Rev<nue, foe F"" Yo,!!,._ 

' 

COl.UMNI 
/USE ONLY 

WHEN ITEMIZIN<J) 

2,500 

27 ,ODO 

' 

COl.UMN II 
{TOTAL) 

47,200 

757,000 

50 000 

13 000 

29,500 
896 700 

140,857 

1,037,557 

258,600 
FCC Fwo 309 !Pago 51 

'""' 1982 
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S0<"on 111. Pogo l Flnanc"11 OuallflcaUone 

llom 1 /oont,nuad/: 

o, Sta,. "'" ""''" ol Oho ••"mate, ,n (al, Po.,., 1. Seot,oo 111. ;ncludmg ltn the c ... ol an ,wl,oauon lo,• new broadcaot $1atlon) 
com pl•'" ,tom;,atl<)n of co,t ol -,at,on for ,no''"'' yea,, mctod•ng co" ol p,opo,od p,og.amm;ng, ., E,hlblt III -1 to 
th,,appllcanon. 

2. Atlach a, ~,h1blt III - 2 • dotallM M<anca ,h .. t sho,.,ng appllcanr, ,.,.,,. 11,01m>as and net wo~h and ,rate fully tho 
lact, '"°'""9 appl,oont', ftnan,;;01 "'""'"';o;i,ty wnt, '"""'"' to ohe con,on,ction and op,,<atlon of tlio >ta!ion. 

EXHIBIT III-1 July 15, 1982 

Cost estimates were obtained by sampling vendor price quotations for oach item, 
No costs are included for programming because programming ,1111 be provided by 
our customer. Items included in first year operating costs are: 

Site rental-transmitter 
Electricity 
Maintenance 
Tubes 
Other maintenance material 
Corporate overhead 

$ 3,000 
18,600 
22,500 
50,000 

5,000 
41,757 

$140,857 

Revenue estimates are based upon start-up at the beginning of the seventh 
month after a construction pe:r:mit is issued, and are conservatively calculated 
to include only transmission revenues. Applicant also expects to ean, subscriber 
revenues but is unable to estimate the amount of such revenues at this ti.me. 
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NAME OF APPCOCANT 

FINANCIAL QUALIFICATIONS 
OF BROADCAST APPLICANT 

CONTEMPORARY COMill!NICATIONS CORPORATION' 

The Camm""Qn ",ooOmg In the Que,bons \Oat follow ,n1ormouon as to con(cacts and ,rrangomont, now ;n """""""• ao "'"' .. any 
ar,angoment, or nogo<"'"""'• wntton '" o,ai. wh,ch ,olaU! to th< p,o,o,u or lulu« llnonc1ng ol tho otetlon: '"" "'""'\Ion• muol ~• 
on,wofed ,n \M "ghl o1 '"" 1n,trucllon, 

IF CONTEMPLATrn EXPENOITUAES ARE LESS THAN $5,DOO ANO THIS APPLICATION I$ FOR A CHANGE IN AN e)tlSTING 
STAT!ON, COMPLETE ONLY TH<S PAGE OF SECTION Ill. 

o, ""'"" eshmat"'1 1n,t,aE cost, ot m,k,ng ,n,talla!•on lo, which appE,catoon a, mado, 11 pe,!ormed undo, • contraOI fflr IM comolotOd 
work, (M lacts a, to such contfact mu,t 00 ,.,,ed ,n Uou ol e,o;maloo ., ,o lM ,o,oral 11<,mo In any &VOnt, tt,o co;t ohown muot bO 
co"' ,n ptace and "'ady for serv<ee, ,nclud1ng the amount, ,o, labor, ,up.,.,slon. material>. ,uppllo, and lro,gnt. Co" lt<lm• such •• 
p,010,,.onol Fe,,;. motllio on<I STL equlpmenl. non•toct,n;c,1 sludEo lu,ms1t,ngs, •tc., ,Muld 00 ;nclude<I undo, "Olll<tr Item," boiow, 

""" ,tem,,ed 

COLUMN I COLUMN II 

(USE ONLY /TOTAi.) 
WHCN ITEMIZING) 

An Lanna System· (lnclud<ng ant0noo, an<enna ,o.,.,r, 1ran,mas,lon hno. pM,ong ' ' equ,pmont grourta '"'""'• coupo;ng equ,pm<tnl and tOW<f 31,500 
lighMg,) 

"_~ Gene,aomg Eou,1>mont: (tncluding tron,m«te,, tube,. hit•"· d,ploxe,, remoto 482,000 
contr01 equ,pmont, and aulomat,c <ogger I 

Mon,tor,ng ,oo Te.st Equlpmonl: llncEud;ng rcoquenc, mon,,o,, phose mon,to,, 
moduiatlon mon,to,, osc,lloscope, dummy load, veat<OSCOP", 50,000 
"'""" monitor,.) 

11ncrudtng con.,ol console,. "''" chain,. Pcogcam Orig1nat,on ~qu;pmen,. 
came,.., auOoo tape oou,prnont, Meo tapO oqulpment. p,ogram 
and dl"llbu!lon ampat,acs, "miter,, and t,M>enotlon -
•qu,pment.l 

-
Acqu,r<ng land: 

Acquiring, Aemo<feo,ng a, Const,uctlng Su,l<t,ng<: I 17,000 

Othediam>. [ltomll• Below) 

Ce<jal Co'",c 
2 ,soo 

-
En9,naaHng Cost,: 

tnstanatlon co,t>: 
20,000 

Othe, M>sceHaneou•· 

To,01 o,nor Item,: 22,500 

i:0,,1 Consto.,c,ian co,o,: 
603,000 

AM Eot,matoo Cost of Ooecat>on to, F"st Year. 
ea es, 

'°'"' fost Yea, Casts To Be Mot By Aoollca.'2E., 
696,698 

J.08,000 

' 
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Jun• rna2 



Financial Qualllloa11Cfls 

llern 1 {cwmnu•~t 

b. State the i,,,,io of lhe eoOrna1e> <n {o), Page 1, Soctlon Ill, mcluOmg (In the ca,o o! an application fo, a now b.--;c.,, '1allonl 
completo ,tarn,,•!1on ol co,t of ooe<a1ion for,h•fmlt year, mclu~ng coot of oroo<»e<I omgrammmg, as E,hob,I III -1 to 

, tn,uppllcat,on 

2. Atloch ,. Oxhobll III -2 • Oato,100 oa,anco sheeUhowing ,ppllconl'• •""'"- liab•lltloo ana no< wonh aM "''" lull~ Oho 
laots ,nowing applicanl', 1maocial ,a,pom1billty wuh , .. po,:t to oho coiistrucllon aM _,,,Ion ot tno otowm, 

EXHIBIT III-1 July 15, 1982 

Cost estimates were obtained by sampling vendor price quotations for each item. 
No costs are included for programming because programming will be provided by 
our customer. Items included in first year operating costs are: 

Site rental-transmitter $ 12,000 
Electricity 6, 720 
Maintenance 22,SOO 
Tubes 11,200 
Other maintenance material 5,000 
Corporate overhead 36,278 

$ 93,698 

Revenue estimates are based upon start-up at the beginning of the seventh 

• • • 
Ii 

• 

• 
month .after a construction permit is issued, and are conservatively calculated • 
to include only transmission revenues. Applicant also e~pects to earn subscriber 
revenues but is unable to estimate the amount of such revenues at this time. 
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FINANCIAL QUALJFICA TIONS 
OF BROADCAST APPLICANT 

CONTEMPORARY COMMUNICATIONS CORPORATION 

Tho Comm""°" " ,e-"ing m !M quo<tlon, ,na, follow mfarmat1on ., I<) oon,rarn aM a,rangomonts now 1n OXlot"11CO, ., well H any 
m•ngemom, 0, negotlaUon>. ,,,1non or oral, wn,ch reiora 10 tho P""""' or luturo flnaocong oJ lho ,ration: lhe quo,uoos mu,1 t,e 
anawero<I ,n the l,ght ot mis ln,tructlan. 

If CONTEMPLA TEO EXPENOIT1.JIIES ARE LESS THAN 15.000 ANO THIS APPLICATION IS FOR A CHANGE IN AN El<1$TtNG 
STATION, COMPLETE ONLY TH<S PAGE OF SECTlON Ill, 

,. Ga,en es,,mate<I ,mt.at '"'" 01 ma,1ng ,nstalla,.on la, wh1cll awl1cat<0n io mad<>. I! p&rlorm"" uMo, a con,ract for tno complot .. 
wor<, the !act, a, t<) ,uch "'ntra<t mu,o 00 "•led In !IOU of e,t,rnale, •• !O IM <&v&ral ltoms, In any o,ot1t. tno cost shown mu,t M 
cos,, ,n place and raady for""'"""· 1ne1uo,ng !he amount, ro, labo,. ,upo";"on, matarialo. ,uppllo, aM lrolght. Co.stitom,.ucn •• 
p,olo,;,onal r.••· mobile aM STL equipment non-le<hmcal stud;o fu,n;,n,ng,, etc., ,noold 00 ancludO<:I unoor "O!hor Uom," below, 

""" ''°"'""° 

~ntenna Svs<em /!ooludmg anr.nn,, an!<mna '"""'· "•nsm, .. lon tloe, plla,mg 
equipment. gtound ,,.,om, coupling ,qu1prnan! and to"or 
hg"'lng.) 

AF Gen<l<at;ng Equipment: (1ncH.>d1ng trnn,mit1er. tube,. rnter,, dople,o,. rom,,lo 
• • -- con1,o equ,pmen,. and au,omaO<c togger I 

MM1!0,1ng and Tasl Equ,pmon!" (lnciud,ng ,,.quonc, mon,,ar, phooo monitor, 
n,Mulahon mon,,o,. 0"1110,cop,, oummy load, """'""'°ope. 
Moo mon,,a,._) 

Prog,am Orig,natlon Equipment (tncluding con,rol console,. him oMm,, 
cameras, aud,o <ape aqu,pmonl. vidoo !apo oquiprrt•<U, program 
and ""'"buMn ampl,l,oc<, !,mi!ac,. aM tran,crlp!lon 
,qu,pm•nt.) 

A<qu,nng Land 

Acqu,Mg. A•model;ng o, Con,On.,c.,nq su;lding,. 

Other l!em,: [ltem<zo Below] 

Legal Co"sc 

lns!al!•"on Co01,: 

Total Olher Item,: 

Add Est,mate<J Co,t of Opo,atlon lo, Fu" v .. ,. 

To,al First Yea. ca.,, To Se Met By Aool1c,ac 

' 

COLUMN I 
(USE ONLY 

WHEN ITEMIZING) 

2,500 

1,000 

32,000 

' 

COLUMN ti 

(TOTAL/ 

84,000 

936,000 

50,000 

39,000 

35,500 
1,144,500 

110,328 

1,254,828 

216,000 
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S1<~on 111, Po~• 2 flnancl•I Oua/lfleatlono 

"""' 1 (COlltlnuMt 

o. S!>!o tl>e oa,i, of '"" osbmate. an (a), Pago 1, Soc"on "'· ,ncle01ng 11n tM ca,o of on appllcatlon to,• new oro,oca,t Olat«ml 
complete ;t.,m,zotloo of coot o! Opo,ation for tho llr,t y .. ,. ,nciuding co,t al propo,od p,ogrommmg, •• E,hlbil III -1 k> 
,h,. app"cahon, 

2. A!,.ch ,, ExhltHt III -2 , do,.;,oo ""'"""" ,noot showing appl,cant', os,010. 11,011;,;., and nm wonn •'1<1 ,1010 fully the 
(acts ,now,ng appllcanr, linano,al ,.,,ooo,IOlllty wl!n ,,,_ to UIO co1,st,uot1on and oporaUon of 111• "''"'", 

EXHIBIT III-1 July 15, 1982 

Cost estimates were obtained by sampling vendor price quotations for each item. 
No costs are included for programming because programming will be provided by 
our customer. Items included in first year operation costs are, 

Site rental-transmitter 
Electricity 
Maintenance 
Tubes 
Other Maintenance Meterial 
Corporate overhead 

$ J,000 
ll,040 
22,500 
22,400 
5,000 

46,388 

$110,328 

Revenue estimates are baaed upon start-up at the beginning of the seventh 
month after a construction permit is issued, and are conservatively calculated 
to include only transmission revenues. Applicant also expects to earn subscriber 
revenues but is unable to estimate the amount of such revenues at this time. 
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Se<llon Ill 
NAME OF Af"'LICANT 

FINANCIAL QUALIFICATIONS 
OF BROADCAST APPLICANT CONTEMPORARY COMMUNICATIONS CORPORATION 

Tho Comm,,;,;on " •••l<ln~ m the quo,uon, that follow 1nlo,matlon a. to can1,act< ano a<rango,nono, now in •"•tonco. •• wo" .. any 
•"•ns•mants ,,c ooyo'1ationo, wnU&n or 0<01, which "''"'" co tho p"'sent o, !utu,o llnanc,ng at tho ,raoon, tho oues'"'"" "'""' 00 
an,wOO!O In tM lognt o1 "'" ,n,trucllan, 

IF CONTEMPLAHD EXPENDITURES AA€ LESS THAN $5.(100 AND THiS APPLICATIOOI IS FOR A CHA>IGE IOI AN !'XISTIOIG 
ST ATiON, COMPLETE ONLY TH•S PAGE OF SECTION Ill, 

a. G;,an e,<>mateO 1rnt1al co"• ol ma•1ng ,nstaltatlOn !a, wh;on appFlcatlon ;, mado. If porlo,m!<I unoor a conlrae1 !(i, tho comploted 
wo,,. LM fact, " to ,uch contract must oo ,tated in ''"" al ""'"'"'"' "to lho .... ,,, Items. In any event, tho co"' ,hown rnuot bo 
"'"" ,n p"c• aad readv r□, ,o,,lco. 1ncluo1ng ti>• amount, <or labor. suoo,..;,;on. ""'"fials, suppllo, am! r,e,ght Ca>1 i1orno such •• 
prol..,•onal fee,. mobi"' an<! STL oqu,pmem, n□n••aoM.cal Sludlo Fu,nioh;ngo, 010.. ,noul<I bo ;nolude<I undor "Otho, <lemo" below. 
ono ,1em1.eo. 

~nLoana s,.,,m, 11nc1uomg amenno, '"'°""" ,owe,, tr,n,mi,o,on lino. pM.,ng 
eou1omen1. ~«>und ,,,tam, cauprlng ,ou<P""'"' ano ""'"' 
l>ght,ng.) 

RF Gene,aomg Equ,pmant· (lnc<uolng t,an,.,,otte,, '"'''"· """'• dlplo,o,, remolO 
coot<ol oqu,pment. and au,omat,c loggo, I 

Moo,to<1ng anO Test Eou,omenl llrn;judmg ltequOOcy momoor. pho,a momloe, 
modul,i,on mamto,, o,,;,.o,cop,a. dumrny ioo,;t, va<l<oo,:.>ps. 
"doo rnon,to,s I 

Peog,.am Oi,gmat,on Equ,pmont: (lncluoing cowo< c□n,o, .. , lllm cho,no. 
camera,. au010 ,apo equipman!, v,aoo ,apo eou1pment. P"'9'"" 
and dj,,nbut<on amphtiee,, ""'''""· asd 1ran,o,;pt1<M> 
equ;pmont I 

Acqumng LaM: 

Acou,s"g· Aomodoll"g o, Con,trucung su,idmg,: 

othe, Item,, (ltemiz• 8alQW) 

ceqal Coots. 

Otho, Ml,cellaMOUS: 

To<ai Otha. itam~ 

-ro,al Con,trnct,on Co,,., 

'~!!'' First Yea, co, .. To Ba Mot Sy AppElcast 

' 

COLUMNt 
/USE ONLY 

WHEN ITEMIZING) 

2 500 

31,000 

' 

COLUMN II 
{TOTAL) 

64,000 

709,000 

S0,000 

33,500 
856. 500 

97 186 

953,686 

162,000 
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', 

s..,non Ill, Pogo• F!nanclal Q11alllfcatl0n• 

1tom 1 (co,rtinuodt 

o. so.to tM ».,;, o< lhe o,l,rnato, m (al, Pago 1. Soclion 111, ,nclWlnv (rn the ca,o of an application for • now o,oodc,01 ,ration) 
complot• uoml.allon of co,t"' oporation for tho fr<,;t yoa,. 1nclu01nv cool o1 M<>oosOQ p,ogramming, .. E,n;oil III -1 to 
'"" oppllcallon. 

2 AUO<;h •• E•hib;I III - 2 a 001allod Mlanco , ... , oMwlng app<lcant', .. ,.,._ ,...,,i;,,,, ar>d not worth ,no otato lulty 1"8 
faco, ,howing appM.onl's fJnaru,;gj ,.,pan>1!,,l1ty w,1/'1 ,.,poot 10 tho coo,Oru<:tlan a/\<I Ol'<"aho,, ol lM ''"''"", 

EXHIBIT III-1 July 15, 1982 

Cost estimates were obtained by sampling vendor price quotations for each item. 
No costs are included for programming because programming will be provided by 
our customer. Items included in first year operating coats are, 

Site rental-transmitter $ 3,000 
Electricity 8,880 
Maintenance. 22,500 
Tubes 16,800 
Other maintenance material 5,000 
Corporate overhead 41,006 

$ 97,186 

Revenue estimates are based upon start-up at the beginning of the seventh 
month.-after a construction perrnit is issued, and are conservatively calculated 
to include only transmission revenues. Applicant also expects to earn subscriber 
revenues but is unable to estimate tbe amount of such revenues at this time. 
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Function 

Admlnlstrallon 
General Manager 
Controller 
Accounting & 

EDP Clerks 

Sates 
Salas Manager 
Customer Service 

Representatives 
Sales 

Operations 
Operations Manager 
Service Supervisor 
Dispatcher 
Inventory Clerk 
Technical Service 
Installation 

Total Personnel 

TABLE 4 

MDS System Staffing Levels 

Installations ear month 

300 500 1,100 

1 1 1 
1 1 1 

3 4 7 

1 1 1 

1 2 7 
4 6 18 

1 1 1 
1 1 1 
1 1 2 
1 1 1 
1 2 5 
5 B 20 

21 29 65 

Business Opportunities For Broadcasters 



TABLE 5 

Single Channel 
MOS Pay TV Operation 

($000s) 

Year 1 Year 2 

Revenues • $ 1,277.8 . $ 2,364.2 

Pretax Profit (Loss),· _ X(659.0); , 
'--·M,1j·:~tt ., •. ~ 

677.4 

Cash Flow (after·Taxes)·-'(1;152;1) '347.9 
• ·-,, ,,,_-,)-,'i,c\'°.'\•,,,,,,'J:<N"·"'· ! , 

• -:,•" ,·)' > • . •JJ ,' ., • ,,.,,,.'fi'1{ 4-'.•)i~·,, \li <),c ', .. • , _,, _._,,, · ,, --·r_.,_,-~., 

TABLE6 

Average Subscriber Acquisition Cost 
(Slng[a Famlly Homa) 

Costs: 

Home Reception Equipment 
Sales 
Advertls!ng 
Installation 

Direct Cost 
to Acquire a Subscriber 

Installation fee 

$ 100.00 
2j.00 
24.00 
30.00 

$ 175.00 

($ 49.95) 

Net Investment per Subscriber $ 125.05 

JI\ -flq 

Year3 

$ 2,541.4 

785.3 

591.9 

Year4 

$ 2,749.2 

906.9 

647.2 

TABLE 7 

$ 

" 

Year 5 

2,956.5 

1,026.5 

716.0 ,,_ 
,, .. ,., ' ,. . "'"' ' 

Subscriber Pay Back Period 

Monthly Subscriber Fee 

Variable Costs: 
Programming 
Carrier Connection Charge 
BIiling 

Varlable Prom 

$ 19.95 

(7.00) 
(0.90) 
(0.50) 

$ 11.55 

Net Investment per Subscriber $ 125.05 

Pay Back Period 10.3 months 



APPENDIX 2 
Projected Financial Statements And Notes------

The accompanying financlal projection is based on the assumptions of the authors about the con­
ditions and courses of action they believe to be reasonable ln managing the construction and 
operation of a single channel MOS system. The financial projection has been prepared for pur· 
poses of Illustration only. local conditions prevailing in a spec!flc market could differ substan­
tially from the conditions assumed In this example. As a result, actual estimates could vary from 
the projection and the variation could be materlal. 

TABLE 11 

PROJECTED INCOME STATEMENT 
SINGLE CHANNEL MDS PAY TV OPERATION 

($0005) 

Revenues 

Subscription Fee 
Installation Fee 
Interest Income 

Total Revenues 

Operating Costs 

Carrier 
Programming 
1nstallatlon 
Teohn!cal Service 

Total Operating 
Costs 

Selllng, General and 
Administrative Expense 

Sales 
Customer Service 
Advertising 
Administration 
Facllltles 
Bad Debt Expense 
Depreciation 

Totals, G + A 

Pretax Profit {Loss) 

Investment Tax Credit 

Income Tax 

Net Income 

Year 1 

$ 788.3 
489.5 
"' 

$ 1277.8 

$ 135.1 
276.5 
296.2 
66.7 

Year2 

$ 2262.6 
54.0 
47.6 

$ 2364.2 

$ 153.4 
801.0 

31.3 
38.9 

$ 774.5 $ 1024.6 

$ 205.9 
87.1 

240.0 
238.5 
201.4 
31.5 

157.9 

$ 1162.3 

$ 22.8 
36.5 
50.0 

114.0 
109.8 

'°"' 238.6 

$ 662.2 

Year 3 

$ 2370.6 
54.0 

118.8 

$2541.4 

$ 153.4 
849.4 

32.7 

'°"' 
$ 1076.3 

$ 23.7 
38.3 
50.0 

119.4 
114.7 
94.8 

238.9 

$ 679.8 

Year4 

$ 2478.6 
63.0 

207.6 

$ 2749.2 

$ 153.4 
900.4 

34.0 
42.9 

$ 1130.7 

$ 24.7 
40.2 

""' 128.0 
119.9 
99.1 

249.7 

$ 711.6 

$ (659.0) $ 677.4 $ 785.3 $ 906.9 

105.3 4.7 5.0 5.2 

329.5 (338.7) (392.7) (453.5) 

$ (224.2) $ 343.3 $ 397.6 $ 458.6 

Year 5 

$ 2586.6 
63.0 

306.9 

$ 2956.5 

$ 153.4 
954.4 

35.5 
45.0 

$ 1188.3 

$ 25.7 
42.2 
50.0 

131.0 
128.3 
103.5 
261.0 

$ 741.7 

$ 1026.5 

•. 5.5 

C,(5t3.;3) 

$ ·_;518.7' 
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., q 
• • TABLE 12 

PROJECTED CASH RECEIPTS AND CASH DISBURSEMENTS 
SINGLE CHANNEL MDS PAY TV OPERATION 

($000s) 

Year 1 Year 2 Year 3 Year 4 Year 5 

Beginning Balance I ·O· I 50.0 I 50.0 $ 989.8 $1637.0 

Cash Receipts 

Accounts Receivable I -0· I 78.3 $ 226.3 $ 237.1 $ 247.9 

Subscription Revenue 667.9 1945.8 2038.7 2131.6 2224.5 

Installation Revenue 489.5 54.0 54.0 63.0 63.0 
Interest Income -0- 47.6 116.8 207.6 306.9 

Capital Required 1152.1 

Total Cash Receipts $2269.5 $2125.7 $2435.8 $2639.3 $2842.3 

Cash Disbursements 

Operating Costs $ 774.5 $1024.6 $1076.3 $1130.7 $1188.3 
s, G + A Expense 1162.3 662.2 679.8 711.6 741.7 
Less Deprec!at!on 
and Bad Debt Expense (189.4) (329.1) {333.7) (348.8) {364.5) 

Increases in Inventory 30.0 (10.0) (14.0) 0.3 0.3 
Increases in long Term 
Assets 1067.5 47.3 49.6 52.1 54.7 

Decreases in Accounts 
Payable (140.6) 48.8 (1.8) (2.1) (2.0) 

Investment Tax Credit (105.3) (4.7) (5.0) (5.2) (5.5) 
Income Taxes (benefit) (329.5) 338.7 392.7 453.5 513.3 

Tota! Cash 
Disbursement $2269.5 $1778.0 $1843.9 $1992.1 $2126.3 

Cash Surplus . 0 . I 347.9 I 591.9 $ 647.2 $ 716.0 

Ending Balance $ 50.0 I 397.9 I 998.8 $1637.0 $2353.0 
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SUMMARY OF SIGNIFICANT ASSUMPTIONS 

1. Revenues 
Revenues are the result of the growth In subscribers reduced by subscriber turnover or chum. A 
turnover of 10¾ is projected Which Is consistent with a stable subscriber population composed 
primarily of single family homes. A greater mix of multi-unit dwellings or competitive incursions into 
the market by other pay TV dlstributlon services would probably result In a higher turnover rate. Thls 
would necessitate higher marketing and installation expenses. For example, a turnover rate of 20¾ 
would require an estimated increased expense of $67,500 for additional Installation and sales staff. 
The amount of additional advertising needed would depend on circumstances. 

TABLE 13 

FIVE YEAR PROJECTIONS 

Y1;1ar 1 __ Year 2 Year 3 Yaar...!... '(ear 5 

New Subscribers 9,800 900 900 900 900 
Dlsconnects (800) {900) (90~ (900) (900) 

Cumulative Subscflbers 9,000 9,000 9,000 9,000 9,000 
Average Subscribers 3,293 9,000 9,000 9,000 9,000 

Monthly Subscrlptron Fee $ 19.95 $ 20.95 $ 21.95 $ 22.95 $ 23.95 
Installation Fee $ 49.95 $ 59.95 $ 59.95 $ 69.95 $ 69.95 

Average number of subscribers In the first year total 3,293 rather than 4,500 as wou Id be the case ii subscribers 
were added evenly over twelve months. Subscribe, growth WIii more likely be skewed towards the last half of the 
year. Interest income is earned et the rate of 15% per annum on surplus cash In years two to five. 

2 Courier 
Carrier payments are based on monthly transmission charges of $4,600 and a monthly connection 
charge of $0.90 per subscriber. A one-time charge of $40,000 has been provided for in the first year to 
pay for the Installation of two 100 watt amplifiers. An allowance has also been made for reim­
bursable expenses payable to the carrier of $4,400 In the first year and $1,200 in each succeeding 
year. 

3. Programmfng 
A monthly programming cost of $7 per subscriber has been projected with a 6% inflation rate 
assumed for succeeding years. 

4. Installation 
All personnel expenses assume a 5% annual Inflation rate. 

During peak installation periods, in the first year when over 1,100 Installs per month are budgeted, 
twenty installers will be used. In succeeding years, when installation activity declines to an average 
of 75 Installations per month, only two Installers are required. Salarles, benefits and Incentive 
payments are Included as well as vehicle gas and maintenance. Vehicles themselves are not 
Included. 

5. Technical Service 
Five service technicians are Included ln the first year projection with a reduction to two technicians 
in succeeding years. Salaries and benefits are included along with vehicle gas and maintenance. As 
with lnstallatlon projections, vehicle capital costs are not included. 

6. Sales 
SalEls personriel reach a total number of eighteen In the first year and drop to two In succeeding 
years.,Salarles, benefits, and Incentive payments are Included. 
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7. customer Service 
Five customer service representatives are projected in the first year, declining to two in succeed!ng 
years. Salaries and benefits are shown. 

8. Advertising 
Advertising expense is projected at $240,000 in the tlrst year and $50,000 in each succeeding year. 

9. Administrative 
Fifteen administrative personnel are Included in the first year. In succeeding years, seven will be 
required. Salaries and benefits are Included. 

10. Facilities 
Customer billing, rent for a 3,500 square foot office and warehouse, voice and data systems, utllltles 
and maintenance, truck leasing and organizational expenses are included. Facility expenses decline 
in the second year primarily because of the elimination of truck leasing ($88,000) and lower tele­
phone charges. These decreasing costs are partially offset by higher customer billing expense. 

11. Bad Debt Expense 
Four percent of accounts receivable are assumed to be uncollectible. 

12. Accounts Receivable 
Ten percent of subscription sales are assumed to be outstanding and collectible at the end of 
each year. 

13. Inventory 
Supplies of MOS receptlon equipment. 

14. Capital Expenditures, Depreciation and Investment Tax Credits 
Anticipated capital expenditures include lnltla! expenditures cf $36,500 for an office, service 
center and warehouse; $40,000 for a sate!llte earth station, Installation equipment and electronic 
test equipment; and $36,000 for four trucks {additional trucks will be leased during the peak 
installation period). Other first year and subsequent years' capital expenditures relate to ·the 
acquisition of subscriber home reception equipment. Studio and studio-to-transmitter links (STL) 
are assumed to either not be required or already available. 
The average cost of the home recept!cn equipment Is estimated at $100 in 1982 with a 5% inflation 
rate each year thereafter. 
Depreciation expense has been computed using ACRS percentages over a five year useful Ille. It 
is expected that capital expenditures qualify for a 10% investment tax credit. 

TABLE 14 
PROJECTION OF CAPITAL EXPENDITURES 

($0006) 
YEARS 

1 2 3 4 5 • 7 

Home Recepl!on 
Equipment ' 940.0 ' 47.3 ' 49.6 ' 52.1 ' 54.7 ' 57.4 ' 60.3 

Other Capital 
Equipment ' 127.5 

Total Capital 
Expenditures $1067.5 ' 47.3 ' 49.6 ' 52.1 ' 54.7 ' 57.4 ' 80.3 

Investment Tax Credit ' 105.4 ' 4.7 ' 5.0 ' 5.2 ' 5.5 $ 5.7 ' ,.o 
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15. Accounts Payable 
Payment wlthln 30 days after invoicing is assumed for carrier, programming and lacllllles, as well 
as for additions to Inventory and long term assets. 

16. Taxes 
Federal and state !ncome ta)(es are assumed to be 50% of preta)( Income or loss. It is currently 
assumed that a ta)( benefit will be received for any available investment ta)( credits or losses which 
would offset ta)(es otherwise payable by affiliates of the MDS operation. 
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PAY TV SUBSCRIBER HISTORY 

Pay-Coble MOS STV 
Sub• Sub, subs 

Dale (mil) (mil) (mil) 
--· ~-~~-~~-

4/01173 .018 
7/15/73 
2101174 
5/15/74 
9101174 

12131174 
3131175 
6130175 
9/30175 

12131175 
3131176 
6/30176 

12131/76 
6130177 

12131177 
6130/78 

12131178 
6130179 

12131179 
6130/80 

12131180 
6130161 

12131/81 
6130182 

.035 

.048 
,067 
.100 
.140 

'"' .265 
,351 

"' ,633 
,766 ,,. 

1.174 
1.642 
2 352 
3,289 
4,334 
5,732 

7.231 
9.144 

11.320 
15.502 
17.605 

.024 

.026 

.043 

.065 

.071 

.091 

.146 

.207 

.278 

.352 

.447 

.479 

"" ,570 

.005 

.020 

.059 

.145 

.260 

.399 

.520 

.798 
1.082 
1.541 
1.747 

Total 
Pay Subs 

(mil) 

,018 

.035 

.048 

.067 

.100 

.140 

.189 

.265 

.351 

.469 

.657 

.794 
1.021 
1.244 
1.733 
2.502 
3.580 
4.801 
6.409 
8.103 

10.389 
12.881 
17.573 
19.922 

,., 
a..,;c 
Coble 
Sub• 
(mil) 

1.984 
2.530 
3.150 
4.370 
5.202 
6.483 
7.591 
9.397 

11.487 
13.869 
16.100 
18,070 
20,500 
n.53o 
24,600 

Home• 
P•"'•d 

By C•ble 
(mil) 

4.216 
5.550 
6.874 
9.191 

10 779 
13.432 
15,363 
18.338 
21.777 
25.712 
29.091 
a2.826 
37.300 
41.195 
44.500 

Pay-Cable Pay-Cabla MOS Pay STY Pay (c) 
% Pen ot % Pen o! % Pon ot % Pen ol Average 
Home• Boole Home• Ho""'• Poy-Cabl& 

__ •c•c'c' ___ c'c'c"c~~--~"•,•~--''''c'"='~--'''c'c"c'~-- Ra1e 
12/31175 
3131176 
6/30176 

12131176 
6130177 

12131177 
6130178 

12/31178 
6130179 

12131179 
6130/80 

12131180 
6130181 

12/31181 
6130182 

11.1% 
11.4 
, , .1 
10.6 
11.0 
12.2 
15.3 
17.9 
19.9 
22.3 
24.9 
27.9 
30.3 
37.6 
38.7 

23.6% 
25,0 
24.3 
22.3 
22.5 
25.3 
30.9 
35.0 
37.7 
41.3 
44.9 
50.6 
55.2 
68.8 
71.6 

• 21.6% 
20.8 
22.3 
21.3 
19, 1 
19,9 
19,4 

"" '' •• ' ' 
"" ,, 
' ' 

3.7% 

' ' ,., 
'' '' '' '' '' ,., 
'' ,, 

$7.85 
7.49 
7.59 
7.87 
7.81 
7.92 
7.94 
8.09 
8.20 
8.44 
8.75 
8.80 
8,90 
9.02 
9.25 

,., 
Home, 
P••••d 
By MOS 

(mil) 

, .111 
.134 
.192 
.305 
.371 
.457 
.750 

2.317 
5.826 
8.010 

13.209 
13,503 
16,609 
18 288 

Avarage 
MPS Raio 

$10 01 
10.39 
10.69 
11.69 
11.63 
11.94 
14.24 
13.99 
15.08 
15.98 
16. 14 
16.02 

Home• 
1'3,.od 
By STV 

(mil) 

' 
. 135 
.392 

1.500 
5.500 
6.700 

11.050 
12,050 
21.300 
22.800 
29.600 
30.900 

AYOf09" 

STV Rat& 

$14.98 
15,48 
18.26 
17.85 
18.36 
19.38 
19.95 
19.38 
19.29 
19.23 
17.22 

Total 
Home, 
P••••d 

(mil) 

5,661 
7.008 
9,383 

11.219 
14.195 
17.320 
24.688 
30.794 
39.231 
41.650 
46,334 
48.910 
68.363 
61.200 

(o( 
A,erage 
Poy TV 

Role 

$7,97 
8.12 
8.27 
8.62 
8.91 
9.37 
9.70 
9.78 
9.90 

10. 13 
10. 14 

(a) Basic cable subscribers and homes pas5"d by cable columns show number of basic cable subs and homes passed in those sys­
tems offering pay TV. 

(b) Total homes passed Jo; 1979 1orward Is PKA estimate of the unduplfcated homes passed by sys1ems offering pay TV. Prior 1o 
1979 this number is the to1al ol homes passed by systems offerlrlfl pay TV, STV and MOS (column 6-1-7+8) 

(cl Average rates are determined by dividing revenues from all subscribers by 1h<l number of subscribers. 

Table complied by Paul Kagan Associates, Inc. • 1982 
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STATISTICAL PROGRESS OF MDS 

6130182 
12131/81 
6/30/81 

12131/80 
6130180 

12131179 
6130179 

12/31178 
6130178 

12131177 
6/30/77 

12131176 
6130176 

12131175 
6130175 

12131174 
6130174 

12131173 
6/30173 

12/31/72 
6/30172 

CHI-■ witb MOS 
appllcollon• 
01 permi1o 

'"' '" '" "" "' "' ,., 
'" "' ,,, 
'" '" '" "" "" "" '" '" '" "' '" "" - "" "~ ~-~,. 

Companie• 
Oporotlngl 
Applying 

"' ,,. 
'" '" ,,, 
"' "' "' 'rn 

'" '" '" '" "' " " "" "" ,,, 
"" "" 

Ope,ollng 
S!alion• 

" " "' " " " " " " " " " H 

" " " ' 

Lloonood, 
B01 not 

01>11raHng 

"' '"' "' '" " " " " " ,, 
" , 
' ' ' , , 

Othot 
Pormil• 
Granted 

'" "' "' "' "' " '" "' " " " " "' " " " " " " " 

Applioallon• 
Pending 

"' "' ,oo 

'"' "" '" '" '" "' ,,, 
"" 455 

'"" '"" '"' '" '°' aeo 
"" "' '" 

MUluolly 
Exclu,ive 

Appllcoliono 

'" '"' '" '" '" '" "" '"' '" ,,, 
"' '" "' '"" 
'"' "" "" "' '" '" "'" 

Data compiled by Paul Kagan Associates, Inc. from FCC llllngs 

MULTIPOINT COMMUNICATIONS 
You ~now Compcrnn tor ,t,, ex!'°rtlse 1n Micro­
wave Systems Enginr,:rv,g 
(ompm:m also prov,d" a full line of Mult1po1nt 
Communications 5ervkes including, 

■ low Power Television Channel '.,,lect,an 1nclud­
""J P,eparation of Te:J,njcal Portion (Secllan 3) ot 
FCC Farm 346. 

■ Serv,ce Arca A,.,lysis for Ar<>,Wl(Je Mirrwavc 
Dis1r1t:i.m011 Systems (MDYITfS-OFS) including ap 
propriate I'll Fmns 

OF5 FCC Form 40!. 
ITl'c, - fog,neern1g porti"n or FCC 

forin J30f' 
MIJS - Exhibit 11 ot FCC Form 4:JO 

■ S)"terns Planning 

. Serving the (;<Srnnun,cat1or<1 ld,slr) •;,nee 1%8 

Coml)'vL""· 1,, 
1-ll I\~ ,101229 
Dallas lexss /9.10 
(<'l4)?:'l.1~.>!JJ 

'iJW 
(l!J(P(P[l,'iJ 

@)[](P@'i] 

LPTV • MOS • STV 
INSTALLATION PRODUCTS 
YOUR INSTALLATION PARTS 

PLACE TO GOI 
A/B SWITCHES • CONNECTORS 
TRAPS• PRE AMPS • POST AMPS 

TRANSFORMERS • TOOLS • JUMPERS 
FEATURING - MACOM PRODUCTS 

CALL OR WRIT[ FOR CATALOG 
AND INPORMATION 

/800)252-7889 IN CALIF. (213)884-2002 

• 
7745 ALABAMA AVENUf • UNIT 13 

CANOGA PARK • CA • 913CM • 

j 
1 



TABLE OF MDS TARIFFS 

Marke! 
• Abilene, TX 

Akron, OH 
• Akron, OH 
'IUbany, GA 

Albuquerque, NM 
Allentown, PA 

• Amarillo, TX 
• Anaheim, CA 

Anchorage, AK 

• Ann Arbor, Ml 
• Asheville, NC 

Astoria, OR 
• Atlanta, GA 

AOanHc City, NJ 
• Austin, TX 

Bahrs!ield, CA 
Bal1imore, MD 

"BMumont, TX 
Bellingham, WA 

"Birmingham, AL 

*Boise, ID 
*Boston, MA 
*Bridgeport, CT 
• Brown,ivllle, TX 

Buckhorn Lokeo, CO 

Buffalo, NY 
Burlinglon, IA 

*Butte, MT 
Carlhag", MO 

'Cedu Rapids, IA 
Charleaton, SC 

'Charlotte, NC 
• Charloltesvllle, VA 

Chicago, IL 
Cincinnati, OH 

*Cincinnati, OH 
Clayton, CA 

' Cleveland, OH 

Colorado Spgs, CO 
Columbia, SC 

• Columbus, GA 
• Columbus, OH 
• Corpus Christi, TX 

Davenport, IA 
• Dayton, OH 
'Denver, CO 

• Des Moines, IA 
* Detroit, Ml 
*OuMII, MN 

• MIGroband carrier 

Class B Monthly Charges 

$2,500 + 65¢/lermlnal (u) 
2,500 -I 65¢!19rmlnal 
2,500 I 65¢110,m,nal (u) 
2,500 + 65¢/terminal M 
3,500 + 65¢/terminal 
1,900 + 35¢/terminal 
3,500 + 1>5¢/termlnal 
3.400 + $1.00/termlnal 

(4200 min) + $500 tower charge 

Markel 

El Paso, T)l 
Elburn. IL 
Ely, NV 
Erie, PA 

• Evansville, IN 
Fairbanks, AK 

3,000 + $2,000 1or studio to *Fa,go, ND 
MDS transmission * Flint, Ml 

3,500 + 65¢/1ermlnal *Ft. Wayne, IN 
2,500 1 65¢/termtnal (u) • Gainesville, FL 

$2.00/sub (mm $1600/mo) *Galveston, TX 
2,500 ·I 20¢/tormtnal I Gilroy, CA 

$100 tower charge *Grand Rapids, Ml 
2,500 + 65¢/terminal (u) Hammond, LA 
2,500 + 65¢/lerminal M 'Hartford, CT 
2,000 + 50¢/1ermlnal 'Hec1or, NY 
4,500 + 65¢/termlnal 'Helena, MT 
3,500 + 65¢/termlnal • Huntsville, AL 
1,900 + 35¢/termlnal "Indianapolis, lN 
2,500 + 65¢/\ermlnal + 

$500 1oW<lr charge (u) 
2,500 -I 65¢/1erminal (u) 
3,775 + 65¢l1erminal 
2,500 + 65¢1\erminal (u) 
3,500 + 65¢/termlnal 
2,400 + $4.50/termlnal + addl 

50¢/yr each o1 next 5 years (u) 
3,500 + 65¢/1ermlnal 
1,300 -t 25¢/home -I $726 

eartll s1a1ion 
2,500 + 65¢l1erminal M 
$4,00/home + $325 earth station 
2,500 + 65¢11erminal (u) 
2,500 + 65¢/lermlnal (u) 
3,500 + 65¢/lermlnal 
2,500 + 65¢/termlnal (u) 
11,935/mo + 50$11ermlnal 
2,500 + 65¢/termlnal 
2,500 + 65¢1\ermlnal (u) 
1,500 + 65¢/1armlnal 

(over 1000) (u) 
3,260 + 20¢11erminal + 

$1260 1ower charge 
3,500 + 65¢11ermlnal 
2,500 + 65¢/lermlnal (u) 
2,500 + 65¢/termlnal (u) 
2,500 + 65¢/termlnal (u) 
3,500 + 65¢/termlnal 
2,600 + 65¢11erminal (u) 
2,500 + 65¢/terminal (u) 
2,950 + 20¢/tetminal + $75 

tower charge 
2,100 + 50¢/te,mlnal 
3,500 + 65¢/termlnal 
2.500 + 65¢/termlnal M 

(u)-1Jnproteo1ed service 

"Jackgon, MS 
Jacksonville, FL 

'Johnson City, TN 
• Kalamazoo, Ml 
• Kansas City, MO 

• Kearney, NE 
• Lalayette, LA 
• Lansing, Ml 
• Lawton, OK 
• Lexington, KY 

Long Island, NY 
• Los Angeles, CA 

• Louisville, KY 

• Lubbock, T)l 
Macon, GA 

• MancMster, NH 
'Mansfield, OH 
' McAllen, T)l 
'Memphis, TN 

"Miami, FL 
• Midland, T)l 
* Milwaukee, WI 

Minneapolis, MN 
*Minneapolis, MN 

Mobile, AL 
Monterey, CA 

"Montgomery, AL 

• Muncie, It. 

Class B Monthly Charga• 

4,500 + 85¢1\erminal 
1,900 + 65¢/termlnal 

$1.00/moltermlnal (min 500) 
1,500 + 65¢/termmal 
3,500 + 65¢1\erminal 
6,000 -t- $1.00/terminal (after 

2000) (no1 ell until 3000 subs) 
2,500 ·I 65¢/terminal (u) 
3,500 7· 65¢/\erminal 
2,500 + 65¢1\erminel (Ll) 
3,500 + 65¢/termlnal 
3,500 + 65¢/termlnal 
1,300 + 75¢/termlnal (u) 
2,500 + 65¢/termlnal (u) 
2,000 + 50¢l!erm,nal 
3,500 I 65¢l1erm1nal 
1,500 ·t 65¢/term,nal over 1000 
2,500 + 65¢/terminal (u) 
2,500 + 65¢/termlnel (u) 
3,500 + 20¢/!ermlnal + 

$410 tol'ier charge 
2,500 + 65¢/termlnal (u) 
2,000 + 65¢/tsrmlnal (u) 
2,500 + 65¢/term,nal (u) 
3,500 -t- 65¢/terminal 
3,500 I 65¢/terminal + 

$225 tower charge 
1,585 + 65¢/termlnal 
3,500 + 65¢/termlnal 
2,500 + 65¢/termlnal M 
2,500 + 65¢/termlnal (u) 
2,500 -t- 65¢/terminal M 
2,000 t 65¢/terminal M 
4,200 ·• $1.00/1arminal (4200 min) 

7 $290 lower charge 
2,500 + 65¢/termlnal + 

$800 tower charge (u) 
2,500 + 65¢/termlnal M 
1,400 + 95¢11st 5,000 term,nals; 

$1.15 nex1 5,000: $1.35 over 
10.000 (u) 

2,500 + 65¢/terminal M 
2.500 + 65¢/termlnal (u) 
3,500 + 65¢/termlnal 
3,750 + 65¢/termlnal -t-

$250 tower charge 
3,000 + 82¢/termrnal (u) 
3,500 + 65¢/termmal 
3,500 + 20~/terminal 
3,650 + 95¢11erminal 
3,500 + 20¢1\erminal 
2,500 + 65¢/lerminal 
1,250 + 50¢/te<mlnal 
2,500 + 65¢/lermlnal + $75 

tower charge (u) 
2,500 + 65¢/larminal (u) 
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Markel 

Naga Head, NC 
Naohvllle, TN 
New Haven, CT 

'New o,taana, LA 

'New Vork, NY 
• Norfolk, YA 

Oklahoma Cily, OK 

Olympl"' WA 
•omaha, NE 

Orlando, FL 
Oro Grande, CA 
O•nard, CA 

'Palo Alto, CA 
• Panama City, FL 

Payette, ID 
PanHcota, FL 
P41oria, IL 
Phlladalphia, PA 

Pltoenl•, AZ 
• Phoanl•, AZ 
• Plll1burgh, PA 

Pompano Beach, FL 
• Ponllac, Ml 
' Po<lland, ME 
• Portland, OR 

• Providence, RI 
• Pueblo, CO 

Class B Monthly Charges 

1,500 + 50¢/termlnal 
2,500 + 65¢/lerm,nal (u) 
2,500 + 65¢/term,nal (u) 
3,570 + 30¢/terminal l· 

$1,978 tower oharga • 
5.400 + 85¢11ermlnal (2700 min) 
2,500 + 65¢/termlnal + 

$200 tower charge M 
3,300 + 65¢/1erminal + 

$100 tower charge 
1,400 
3,500 + 65¢/terminal + 

$270 tower oh!lfga 
2,500M 
1,900 + 80¢1\erminal (u) 
2,000 
3,385 I- 65¢/terminal 
2,500 + 65¢/terminal {u) 
4,000 min; $6 per drop 
2,500 + 65¢/termlnal (u) 
2,500 + 65¢/termlnal (u) 
12,400 + $1.00/home up to 

$16,400 ma,imum 
2,500 + 65¢/term,nal 
2,950 + 80¢1to,m1nal 
3,500 + 20tlterminal 
2,500 + 65¢/!erminal {u) 
2,500 + 65¢/terminal (u) 
2,500 + 65¢/terminal (u) 
3,000 r 65¢/termlnal + 

$300 tower charge 
3,775 + 65¢/termlnal 
2,500 + 65¢/termlnal (u) 

OVER 40,000 IN USE 
COLOH./CH.111.I'T'S 

PARABOLIC 
SECTION 

ANTENNAS 
• HONEST GAIN 

SPECIFICATIONS 
• LOWEST WIND 

RESISTANCE 
• EXTRA RUST 

PROTECTION 
• FULLY WATER 

PROOF 
• LOWEST PRICES 

PSU00180BI 
PS:,00021081 
P52600 25•81 
PS3ooo ao•e• 

PlUS A FULL UNE OF 
INSTALLATION ACCESSORIES 
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'AHding, PA 
Reno, NV 
Richmond, YA 
Roanoke, VA 

• Rocheote,, MN 
Rochester, NY 
SI. Croix, YI 

• St. Jo~epll, MO 
• SI. Louia, MO 

SI. Thomea, YI 
• Sacrament<>, CA 
• Saginaw, Ml 
'Salem, OR 

Sall Lake City, UT 
Sen Ber1>8ldlno, CA 

San Diego, CA 
• San Francisco, CA 

San Juan, PR 

San Marcoo, CA 

Sa,asola, FL 
• Savannah, GA 
• Seallle, WA 

• Sioux Falla, SD 
Sotdolna, AK 

• South Bend, IN 
• Spokane, WA 
'Sp,inglie!d, MA 
• Springfield, MO 
• Stock Ion, CA 

Tacoma, WA 
Tallahauaa,FL 
Tampa, FL 

"To11<>ka, KS 
'Tulaa, OK 

Tupelo, MS 
'Washington, D.C. 
• Waterloo, !A 

West Palm Beech, FL 
'Wh&aling, WV 
• Wichita, KS 
• Wlchila Fallo, TX 

Winnemucca, NY 
• Wo,caster, MA 

Yakima, WA 
• Youngstown, OH 

I "' 
'-.l I 

era■, B Monthly Charges 

2,500 + 65¢/ta,minal (u) 
2,750 + 65$11erminal 
2,500 + 25¢/lerminal 
2,500 + 65¢/terminat {u) 
2,500 + 65¢/terminal (u) 
3,500 + 65¢/terminal 
2,500 + $1.00/lerminal 
2,500 ·r 65¢/termlnal M 
3,500 + 62.Seltermlnal 
2,500 + $1.00/termlnal 
3,500 + 50¢/termlnal 
2,500 + 65¢/terminal (u) 
2,500 + 65¢/tarminal {u) 

$60/day + 50¢/tarminal 
2,500 + 65¢11st 5,000 terminals; 

55¢ next 10,000; 50¢ over 
15,000 (u) 

$125/hr r 50¢/le.mlnal 
3,775 + 65¢/termlnal 
1,000 + 75¢/1st 1,000; $1.75 next 

1,000; 75¢ 1hereal1er (u) 
2,500 + 65¢/lsl 5,000 terminals; 

55¢ next 5,000; 50¢ thereafter 

'"' 2,500 + 65Merminal {u) 
2,500 + 65¢/terminal {u) 
3,000 + 65¢/terminal t 

$600 tower charge 
2,500 + 65¢/terminal (u) 
4,0IJO min + $6.00/drop 
2.500 r 65¢/termjnal M 
3,500 I· 65¢/termlnal 
3,775 + 65¢/larmlnal 
3,500 + 65¢/tarmlnal 
3,500 + 50¢/termlnal (u) 
2,000 + 65¢/termlnal (u) 
2,500 + 65¢/termrnal (u) 
2,000 + 65¢/terminal (u) 
2,51JO + 65¢/terminal (u) 
2.500 + 65¢/terminal (u) 
1AOO r 50¢/te,minal 
3.400 r 95Merminal 
3,500 + 65¢/termlnal 
2,500 + 65¢/termlnal (u) 
2,500 + 65¢/termlnal (u) 
2,500 + 65¢/termlnal (u) 
3,500 + 65¢/tarmlnal 

$1.0-0lrno/1arminal {500 min) 
2,000 + 65¢/1e,mlnal {u) 

$1.00/terminal ($975 min) 
2,500 + 65¢/termlnal (u) 

Other Mlcrobac,c,.c,,c,c;,c,,,,c------~--------

Class B Partial: 
Class B Package: 
Clas, Y: 

Class Z Presmptlble: 

• Mlcroband carrier 

$1,200/mo. 
2,500/mo. + $150/term 
SOD/mo. or 26¢/te,m 

(whichever Is greater) 
300/mo. 

(u)-Unprotaclad service 
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MDS UNDERCUTS CABLE PROFITS 
.. 
J-

i 1 
j 

by D\ane llinte . . . i ,L, 
Nalinnal Sales Manager, MOS D1v,s,onl ' 

Standard Communications < 

I 
!t appears these days that MDS (muliipoint distribution 
ser-ice).is starting to give cable"and S'.fV a run for their 
money! 

Up umi! recently. MDS has been a one channel service 
enabling MDS operawrs !O offer first run movies or other 
types of entertainment to a vast audience not being served 
by cable or other forms of pay services. 

' Transmitted over the air via microwa,Je, MDS is strictly 
line of site. Therefore, signals cannot iilways reach some 
areas intended lo be served. It has be<:n pushed aside by 
many other services, ignored by some;programmers and 
not looked at seriously by most financial institutions. 

; i 
Only five years old and MDS is alive and wel!! The per­
sistence of the industry haS brought about 24-hour MDS 
service, public offerings, better equipmCnt, more program 
suppliers and NAMSCO, an association serving the needs 
of its industry. • ! 
With 85 operations serving some 570,000 subscribers, 
we've only creased the tip of the iceberg. 

A recent report indicates that cable now passes less than a 
third of television homes. It would cost approximately $19 
billion to build new cable systems or rebuild old ones and 
30 million homes, many in urban areas, will still remain 
unwired in 1990. 

Multichannel MDS however, could be completed within 24 
months at a cost of no more than $35 million, sources say. 

A multichannel MDS system could compete financially 
with a cable system. With a charge to the average sub­
scriber of $28 per month at start-up, a cable system receives 
a return equity of l l.3%. In a typical situation, a multi­
channel MDS operator could charge his subscribers about 
10% less and still gel a return on equity of about 35"10. 

With this in mind, an experimental grant was obtained in 
1981 by the common carrier in Salt Lake City, Channel 
View. They were given authorization to experiment with 
transmission and reception of an 8-channel MDS system 
with the idea of proving or disproving the viability by a 
single source. 

Today, utilizing 48 MHz of the microwave spectrum with 
part of !TFS, eight channels of MDS is being transmitted 
over the air with equipment supplied by several MDS 
equipment suppliers. According lo Dick Vail of Channel 
View, "We're doing for $850,000, what it would take an 
MSO $25,000,000 to duplicate." 

, . Microband Corporation of America, the largest common 
Time and time again, MDS proves to be an inexpensive carrier in the U.S., recently filed for a "wireless cable 
a)JHnati_v_!cJ9. 11ay pc_ogr;i_m!!]ing_;m~ c<;ln_!jnues. to be pro.-_ - .... system'-'-that, would provide--up. to -14---common carrier 
fitable al a mUch lower sub.scriber rate than other pay TV channels in each of the top 50 markets. The second largest 
servi~es. ' common carrier, Contemporary Communications, an· 

i I nounced a joint. venture with CBS for "multiple channel 
If managed properly-, the pkyback could be less than three systems (MCS)" in five markets ranging from four to eight 
years. There is less risk, less capital investment and the channels. 
return is greater then othei pay services. 

' 
With this kind of opportunity for the future, a new 
challenge is ahead for this small, but a!';gressive service. 

In 1980, the FCC proposed a reshuffling of existing fre­
quency assignment, that would resnl! in 11 !TES channels 
{iristructional television fixed service); JO OFS channels 
(operational fixed service): and 10 MDS channels. The 
allocations could change any given market according to the 
rieed, under the FCC plan. 

Until now, these proposed dockets (80-1 l 2&113) have been 
somewhere in the FCC .sining idle, but not the MDS in­
dumy. 

Contemporary Communications is looking at a three year 
developmental authorization to offer multiple channels at 
a cost of $4.5 million with CBS primarily functioning as a 
program supplier for this new venture. 

As of this writing, lobbying is being done at the FCC for 
passage of multichannel MDS, by both the common car­
riers and the operators. They are working together and 
hopeful for a deci.sion before the end of this year. 

Salt Lake City is proving that technically it can be done. 
The community is proving that it is anxious to have its pro­
gram need, satisfied without having to wait for cable lo 
reach them. I 

I 
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Star War5 release pattern 

June 1982 -Videocassette rental-only plan 
Summer 1982- Videocassette sales plan 
Summer 1982 - Theatrical re-release 
September 1982- Pay per view 
February 1983-Peycable 
February 1984 - CBS-TV 

There aren't many "StarWarsH obviously, but a number of films "1ay be handled this way in the 
future. In tookill!J at the sequence, one will note the placement of pay per view after videocassettes 
and before pay cable. The post-video cassette release reflects a fear of taping off cable; the 
pre-HBO distribution the fact that whatever its cut, the income per viewer to Fox on a pay-per-view 
basis will be substantially greater than what it gets from pay cable. The studio has reportedly sold 
"'StarWarsH to Showtime, The Movie Channel, and Spotlight for a $1.00-1.25 or more per 
subscriber; but HBO stilt hasn't bought. 

Anyway, additional experiments are going on in pay per view at the system level. GroupW Cable is 
testing films in its addressable system, in Middletown, Connecticut, for$3 a shot. Gill Cable's Say 
Area interconnect is doing likewise and regularly drawing 15-20% response rates. Rogers' Portland, 
Oregon system is showing two movies a month, priced at $4 to $Beach. 

The real catalysts. however, will be the emergence of distribution networks and the availability Of 
addressable boxes. 

On the first point, Oak Media has been formed to distributaevents to STV and cable. The 
well-known prizefight promoter. Don King, has organized a venture, as welt The bigger moves, 
however, are most likely yet to come. One is likely to be a consortium headed by ABC.After 
previously announcing a deal to organi~e pay-per-view sports offerings with Getty's ESPN, ABC 
has also joined with Cox Cable in planning pay per view offerings, initially on Cox Systems. 
Rumblings suggest that ABC is soliciting other pay-per-view partners, presumably in cable or STV 
wjth subscriber bases as the attraction and/or with film studios. Plans for ABC to distribute Don 
King's lights have also been rumored. 

At Time Inc., the purchase of the advertising-supported USA Network brought with it partnerships 
with MCA and Paramount. These were to include a pay-per-view network as well. MCA is, 



however, distributing "Pirata~ of Penzance" on its own, and that studio and Paramount were 
negotiating to become partners in Warner/Amex's "The Movie Channel," which might make their 
relationship with HBO-parent Time Inc. somewhat questionable. 

The wide-ranging discussions between CBS and Twenli8th Century Fox undoubtedly also 
encompass the pay-per-view question. We would also suspe<:t that Showlime and the other film 
studios have had talks. Vi acorn's recent conV1lrtible debenture prospects states that it is 
negotiating with third parties io resell the Showtlme half that it is buying back from Westinghouse, 
or more than 50% of that network, as noted. 

The role of the studios Is important for other than the immediately obvious reason. For one, pay 
per view is likely to be a medium of exclusive events per network, unlike present-day pay cable; 
second, the studios have vowed to never again let a medium arise that is dependent on their 
product without their having some control and profit participation in the program distribution 
networks {as opposed to their situation vis a vis the television networks and HBO, in particular.) In 
fact, It lsn't actually certain that they can't deal directly with cable/STV operators. Yet, since pay 
per view is likely to consist of more than just films and involve network scheduling, promotion and 
even the creation of events, there would appear to be the need for a packager. Furthermore, as in 
the case of pay cable, it is difficult to deal with thousands of individual cable systems, though the 
bulk are increasingly concentrated among a relative few MS Os. 

ABC reportedly sounded out the cable industry on some pay-per-view idaiis last fall, but the 
industry felt that ABC didn't yet have enough real events to sustain even a once a month schedule. 
01 course, that is partly a matter of pricing too. Over the past year, we gather the idea has formed 
of offering a greater variety of events, plays, concerts, and movies. Stil!, if ABC has had trouble 
coming up with a year's worth of product and product is likely to be exclusive, it raises the 
question of how multiple networks wil! suivive. One answer might be higher subscriptions through 
the Qube approach of constenUy available fare. Still, that probably is impractical w;thout two-way 
boxes, and only Warner/Amax and a few systems roped in by franchise promises ere likely to 
install two-way devices over the foreseeable future. 

In any event, in looking at it from the cable operator's viewpoint, we can make a couple of 
obseivations: (1) Pay per view ought to produce at least a couple of dollars a month per 
subscriber, with Oube's $8-10 a likely ceiling for now, because the impulse nature permitted by 
Oube's two-way equipment won't be available initially to most cable subscribers. While Quba 
offers all the major pay-per-view events available to cable and STV, it also constantly provides at 
much lower prices products that would probably not be feasible on a one-way basis.12) Profit 
margins will probably be lower than on a conventional pay service. While things are still in the 
formative stage, the promoters and/or product suppliers are looking for box office type cuts of 
50% or more; and those figures do not yet al!ow a spreed for a middleman. The latter could range 
upwards from 10%, we would guess. (3) There will also be prolnotlona! costs involved that exceed 
pay cable's since events have to be promoted individually. Although much of this may occur at the 
network level, local expenditures are also likely to exceed those on the present pay cable channels. 

Next year ought to be the breakout year for pay par view. The number of events s~h8du!ed by 
various promoters is nearly up to one a month already and addressable decoder shipments are 
accelerating. The organi~ation of pay networks will probably occur over the next 12 months as 
well. 

11 supplier estimates of 2 million or more sddressables annually are finally met, the industry ought 
to have et least 5 million potential pay-per-view customers by the end of 1984. excluding systems 
using disposable trsps. 
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As noted, cable subscription to pay,par-vie...- events has consistently trailed SlVs. A good deal of 
the discrepancy has to do with relative efficiency of promotion, since SlV does not have the 
benefit of lmpu1se buys of two-way, which cou!d be the othe,rfogical explanation. 

While pay-per-view penetration ratios ofvari-Ous events could quite likely range from undBf 10% to 
STV's 50% plus for really big fights, let us assume that a 25% average can be sustained, Let us 
further figure average retail prices at$7.50, reflecting a range from $5 films to $15 spacial events. 
Figuring that there might be enough profit to sustain twice-a-month showings by 1985 (between 
films, plays, concerts, sporting events and staged events), pay perviaw al retail WQuld be a 
$225-million business at that point. That works out to $0.50 per average basic industry subscriber 
in 1985, the figure we incorporated into our 1985 forecast of monthly pay rates from pay cable in 
Table 7. Looking at it another way, it would represent $3.75 a month more from customers in 
systems with addressable (mostly one-way) decoders. 

We touched on the issue of the possible effect of pay per view on conventional monthly 
subscriptions in discussing our understanding of the Qube experience. In that case, the influence is 
indiscernible, judging by still-high pay/basic penetration rates and pay-per-view income of $8 to 
$10 a month. As noted, however, the Qube system is two-way, encouraging impulse buying, 

From an economic standpoint the basic services offer 25 to 30 films a month at$8 or about $0.30 
each, so they remain far more allra<ltively priced than the pay-per-view product That most likely 
means the latter will not displa<le the former. Yet, lt also means that pay-per-view events will have 
to be special or relatively cheap, or both, to be profitable. 

By 1990 we assume that at least two-thirds of industry subscribers have a<lcess to pay per view, 
e.g. that given its likely economic potential all but the smaller systems where pay response is • 
usually lower will have upgraded to addressabi!ity. We also figure that where available, pay per \ 
view csn genera ta $9 a month, or the equivalent of another of today's pay channels. More events, 
more promotional spending, development of events for pay per view including nonentertainment 
product. 9rowth in two-way systems, and expansion in real income are among the reasons that we 
think this will happen. What we are really trying to say is that there would appear to be Iha 
potential to sell a cable customer the equivalent of another pay channel, from a budget standpoint, 
and that whatever the route, antrepreneurs will be able to deliver product to tap the malket to this 
degree. Given the history of cable (pay cable, which only began in earnest in 1975, is now available 
lo more than 95% of cable subscribers), we think that this forecast is more likely to prove 
conservative than overly optimistic, 

With two-thirds of our 53.5-million average 1990 subscribers paying $9 a month on average from 
special avants, pay per view would be a $4-billion business, and cable's biggest nontraditional 
source of income. 
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4. 
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]L. 

n 

'"" Percentage 
of Homes Passed 

New York '"' 
Lo~ Angeles " 
Chicago ' 
Phihdelphia " 
San Frn11clsco " 
~oslon n 

Detroit ' 
Washington, O.C. 9 

Cleveland 30 

Dallas-Ft. Worth 2 

Pi.ttsburgh 49 

ll,mston '5 

llirnieapola-
St. Paul 5 

-

TABLE I 

Status of Video Outlets: 1982 ----------- -------

Average Nwnber 
of CIJ~n'!"'.!.s 

3l 

" 
" 
" 
27 

" 
31 

2) 

27 

3S 

lS 

l6 

" 

<IDS 
Channels 

3 

' 
2 

6 

3 

3 

3 

1 

3 

, 
1 

2 

1 

Total llliF & 
Vl{l/ Channels 

'4 

1" 

12 

11 

" 
9 

" 
9 

6 

9 

" 
' 
6 

Video 
Cassette Re:<;orders 

392,800 

253,548 

181,676 

146,239 

119,786 

115,294 

101,818 

89,840 

85,348 

83,351 

74,867 

78,360 

66,881 

Radio 
Stations 

39/78 

32/73 

39/67 

30/44 

28/52 

21/50 

23/38 

20/40 

21/32 

20/39 

22/37 

26/35 

27/35 

" • 

--



CABLE 
Percentage 

of Hoines Passed 

14. SL. Louis ' 
'5 Seattle-1"dCOIOd " 
'6. Atlanta " 
u. l"liami '" 
'" T,unpa-

St. Petersburg " 
" Baltimore " 
'" o~uver ' 
21. Indianapolis " 
n. Sacument.o " 
23 SaEJ Diego 79 

" Portland ' 
LS. KcillSaS City ;, 

TABLE 1_ (ConUnued) 

Status of Video Outlets: 19&2 

Average Nwnber 
of Channels 

n 

" 
'5 

'5 

n 

30 

" 
23 

" 
" 
'" 
" 

"'' Channels 

' 
' 
' 
' 

' 
' 
' 
' 
' 
' 
' 
' 

Total WIF & 
VHF Channels 

6 

, 
6 

' 
" 
6 

5 

, 
6 

' 
5 

6 

Video 
Cassette Recorde.-s 

62,888 

66,382 

66,382 

67,879 

57,398 

52,906 

53,405 

48,913 

49,911 

42,424 

48,414 

42,424 

Radio 
Stations 

21/37 

26/47 

23/32 

17/37 

13/33 

22/28 

22/32 

20/24 

18/24 

19/34 

24/33 

16/31 

" • 

:J". 

' 
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TABLE 12 

11edia Activities o.!_Sel,e_cted P.articipants in Video 11arketplace 

Original 
Theatrical Cable Broadcast/ 

Cable Broadcast Film Network Cable Video HDS/STV/ 
System " Production/ Ser\lice Program Broadcast Cassettes/ StlATV/ 

C◊•]~!""l>: Owner~hip ownership Distribution Ownership Production ~ndicatio11 Discs Teletext - .... ---

A"'encan Express Co. ' ' " ' 
Coca-Cola Co. (Columbia 

Pi.ctures) ' ' ' ' 
Cox Cornooui,icatiOllS • ' ' " " 
Dow Jones and Co. 

" ' ' ' 
Embassy Co11ununicaUons • ' ' ' ' ' ' ' 
\idty Oil Co. ' ' 

0 

" 
G<1lf & Western Industries, 

Inc. (Paramount Pictures) 
' • ' ' ' 

Hearst Co,:p. ' • ' • 
Lori,oar ' ' ' 
MCA, Inc. • ' ' ' ' 
tfoln>media, Inc. ' ' ' 
tlGtl/UA ' ' ' ' 
tlllllimedia, Inc. " • " ' 
s. l. Newhouse & Sons • ' ' 
Oak lnduslries Inc. • ' ' • ' • 

~ " 
J 

lt 



•• ep - • % 6 I ~ > , ·-· •>• -·· " " " " " • •<• 

I ~
0> ' •> 0 

- • • ' • 
Ill • • 0 •• • • • • " 

, , 
.,, " •.--< • ... ., <=> • >. • u 

I • • • 
• 0~ 

0 
> "'" • •• • 

I •• •• " " " " " 
, 

" " . ·• • B"a , 
• • ·- • • < 

I • " -• • -• "" 0 • • • ' • • • • • • • • • •• • • • , 
• ••• . , " " " " " " " " " 

0 

I • ••• "" .,, 
• • • • 0 

0 0 -"' '-' "- • • • > • • ·• > " 
1111 • • ·• • •·~ ., ... u,:, 

' - • .-< 0 .... "' • • . , ' . " " " " " • " 
, 

" • • • • • • 
I 

, • '-'""'" • • '""" 6 • ·• • • • • • • ·• ~ • • u • • 
Iii - • ,o • > " ••• 0 N • o• • " • • ·• , -• ·• • •• 

~ • "" . ·• " " " " N • . ·• , • • • .. ~.,, ... " I • " • 0 " ' 
" • • . ·• • • " •• 

• " 0 < 

ill " ·~ 
' " • • • • ·• ,g :,. ii • • " " " " " " ·• l., J • , 

• --
Ill • N " • • • < ••• 

" • • • ·• 
·~ 

_, 
• , . . ' I • .. " N 8 0 " .. • " " • • • " " • • • • . , . •• '-'"'6 , . •• • 

I ·• • • , . • • 0 " • • • • • u • • • " < • 
" " • • 

" • 0 • •• 
I • ' 0 " • • • • • 0 0 u • • • • 0 •• i • • • • • ' 

, • •• " " • • • ' 0 •• , , , • • • • • • • • • ·• • • • • • • ·• • ' ' • , • • ' • • • • ·• • • u u • • • • " ·• • • 
I • • ' " • " • ' . ' • • , • • , , • .. • " • ' OU " 

, • •• 

i 
, • ' • ' • 0 •• u • , 

' • --• ' ' " ~ " " ' ' ., • • ' 
, 

• ' ' • , 
" u " ' " ' ' ·• u u ' • • ·• C ' • • " • u • • • ' • ' • • • •• ·• • • 

I • • • u .. " ' • • ·• ' 0 • • • • • • ' 
, • , • • •• ' • • • • 0 , • • • • • • • , , , 0 • • ' • • • • 0 • " " ' ' ·• •• "" • " • • , 

• • • • • • • ·• • , , •• ' < & 0 
0 " " " e " " " " e " 0 " 

r 



• 97 • 

TABLE 13 

Gross Revenues for Selected Companies Engaged in Video 
DistribUtion Market, Fiscal iear Ending in 1981 ($000s) 

American Express Co. 
Coca·Cola Co. (Columbia Pictnr!!s) 
Cox Communications 
Dow Jones and Co .. 
Embassy Co,mounicntions 
Getty Oil Co. 
Gulf & Western Industries, Inc. 

(Paramount Pictures) 
Hearst Corp. 
Lorio,ar 
MCA, Inc. 
Metromedia, Inc. 
MGM/UA 
Multio,edia, Inc. 
S. I. Newhouse & Sons 
Oak fodustries foe. 
Orion Pictures, Inc. 
Pioneer Electronic Corp. 
Reeves Communications Corp. 
Storer Communicstions, In:. 
Taft Broadcasting Co. 
Tele·Cornmunications, Inc. 
Telepictures Corp. 
Time Inc. 
Times Mirror Co. 
Tribune Co. 
Turner Broadcasting System, Inc. 
Twentieth Century·Fox Film Corp. 
Viacoo, International Inc. 
Walt Disney ?reductions 

• Warner Communications Inc. 
Westinghouse 

7,211,000 
5,889,000 

403,497 
641,024 

'' 13,251,560 

5,477,741 

'' 169,504 
1,328,988 

461,781 
299,404 
195,276 

1,400,000 
507,119 
102,694 

1,433,755 
231,149 
276,437 
358,196* 
-181,426 

36,932 
3,296,382 
2,155,970 
1,406,320 

95,047 
567,462 
210,436 

1,005,040 
3,237,153 
9,367 ,500 

CBS 4,125,954 
ABC 2,443,713 
RCA 8,004,800 

1, Net Revenues 

NA= Not Available 

(7/31/82) 

(6/30/82) 

(3/31/82) 
(6/30/82) 
(l/1·9/30/82)_ 

(8/28/82) 

Sou(ces: Advertising Age, June 28, 1982, at tt-43, tt·S2 (for Hearst and 
S.I. Newhouse); Annual Reports and Forms \O·K (for remaining 
listed companies) 
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' ' 

Event 

Leonard-
Hearns fight 

The Rolling 

EXAMPLES OF STRONG MARKET 
DEMAND FOR PAY PER VIEW 

Date 

9/81 

Stones Concet"t 12/81 

Holmes-
Cooney fight 6/82 

Star Wars 9/82 

Sophisticated 
Ladies 11/82 

Hearns-
Benitez fight 12/82 

The Who 
concert 12/82 

Total Revenues 

$ 8 million 

$ 2 million 

' 9 million 

$10 million 

$ 1 million 

' 4 million 

$ 1 million 

Sources: Variety, Sept. 23, 1981, p. 42 (Leonard-Heai:-ne); 
Satellite News, Jan. 4, 1982, p. 7 (The Rolling Stones); 
Advertising Age, Electronic Media Edition, June 4, 1982, 
p. 12 (Holmes-Cooney); CableVision, Nov. 22, 1982, p. 51 
(Stai:- Wars); The New York Times, Nov. 20; 1982, p. 49 
(Sophisticated Ladies); Multi channel News, Dec. 13, 1982, 
p. l {Hea:ms-Benitez); Paul Kagan Associates, Pay TV News­
letter, Jan. 10, 1983, p. 6 (The Who). ' 

• 
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NEl'l'IQRK 
TELEVISION 
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CHART59 

fully E~panded Growth Projections For Existing oa,d New Yid.a Tech..iogies 

ForT!1eTop Five Commercial Tele,i,ion Markets: 1986• 

Cable T.V. ""' UHF& VHF ""' ...,., "'"' u,q '""' Tom Tom T,~ T•~ 

"" Anlcp. "" Antq,. "" Antcp. 1986 A.ntcp. 
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Low Power TV ...,., 
T= 

1986 Antcp. 
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" JJ 
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• ! 986 are actual and currently applied for figure,. Homos passed a:re based on ADI t,levision households; coble 
channels are weightod average, for tho fninchisod systems; cable 1986 homos pa<sod figures .,sume cur:c,nt cable 
francl,j,ed systems will pa,s 100% of homes in their area,; anlicipaled figum assume all housr:holds will t.ke coble 
jf ovailable. 1986 flgu«s for other !echnolugios count through 1981 appliod for opplicatiom and supplien stated 
intont!ons. Antidpatod figures a:re b..,d on tho fol!uwing: MDS (D«lm 80-1 12 figures), VHF and UHF (tot.al 
allocoted channel$), and DBS (same u l 986). 

Sources: Nat!onal AnoclaUun or Broadomten,N..,., Tcch110!ogie, Affecting Radio and Te/zym()n Bl'OQdciuring, 1981 ; 
!loJt,. & Nilsson ostimato,, ©, !983. 
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CltAR.T60 

Fully £-<ponded Growth Projedions Far Eltisting a,id New Technologies 

For SmaDer Comme:rcial Televiolon Morkou: 19!16• 

CablcT.V. "'" UHF&VHF 

'" ""' ""' ..... ""' Term T,rm ,_ 
7,rm 1986, Antop. 198' Ao<q,. 1986 "'"'· 198& Aotcp. 
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Low Power TV 
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"!986 •re actual and currently applied for figures. Homes p=d o,o bo,.d on ADI television household•; cable 
ch!llnels aro weighted aver•~•• fo, the fronchi,ed ,:,,.toms; cable J 986 homes passed fl~u,... as:rumo cum,nt cable 
franchised ,ystems will pau 100% of homos in their 1re.,; anticipated flguT<s assume oil households wHI lake cable 
if av,ilablo. 1986 figures for other technologies count through l 98 I ,pplled for applications •Rd ,upp!ier, ,med 
intentionJ. An!ldpated flgum arc b•$1:d on the fofowfog: MOS (Dockot 80-112 figures), VHF •nd UHF (toto! 
ail0<0ated channel,), a!ld D!!S (same a, 1986). 

Source., Na!lonal AsS<lciation of Broadc3S!on, N.-.. Technologies tl{{er:ting Radio and Te!wi</o11 8m,,J/CtZJ1i1tg, l 98 l; 
Bol!or &. Nil,,on ostirnatu, ~. 19/IJ, 
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Exhibit 5-5 

Summary of MOS Subscriber 

MOS Subscriber.s 

·Percent of households 
not passed by cable 

Households 
by cable 

not passed 

1982-1992 
(000'sl 

1982 

550 

,. 
35,000 

Projections* 

1984 !ill 

2,200 3,800 

,, ,,, 

32,000 30,000 

• Assumes FCC approves multichannel MOS servfce . 

1992 

6,300 

21, 

30,000 

CZource~ All forecasts, Communications Studies and Planning 
I11ternational. CableV1sion for 1982 pay TV subscriber 
estimate. 



The Home Video II 

f:I Cable Report 
------------------------------ G•bJ• rv, pay r,, ""'" lapa, ,id,o "'"'- .-door,,,. srv, MDS, LPrv. _ 

Volume 13, No. 38 

SEGMENT 

!lornes Passed 
by Cabla 

Basic Cable 
Subsc:dbers 

Pay Cable l 
Subscribers 

SW 
Subscribers 

~, 
Subscribers 

VCR unit Sales 3 

(cwnulative) 

HOME VIDEO 

'"'· 1983 

53.5 
million 

21.2 
million 

20,6 
million 

1., 
million 

795,000 

5.29 
million 

Video Disc Players 345,000 
(cumulative) 

Two-way Cable 185,000 
Subscribers 

Corraneroial Tele~ 
text or Viewdata 64,600 

October J, 1983 

HVCR - Ootobev J, 1983 

MARKET INDICATORS, AS OF SEPT, 

S8?'1', 
1983 

59.1 
million 

J0.5 
million 

25.9 
million 

918,000 

660,000 

7.49 
million 

488,000 

250,000 

108,000 

YEAR-TO-DATE 
OUN 

,., 
million 

,. ' 
million 

,., 
million 

-442,000 

-135,000 

,. ' 
million 

143,000 

65,000 

43,400 

%GAIN 

10.s, 

12.1, 

25. 7' 

-32.S\ 

41.6\ 

35.l\ 

67.2' 

l, 1983 

Pfill6TFATIONl 

70.41 

36.J'I 

30,9\ 

1.1'1, 

8.91 

o.os, 

0.031 

0.01, 

1aased on 83.9 million TV homes, derived from. A.C, Nielsen Co. piojections. 
2
Penetration estimate is based on 56\ of bade cable subs (about 17.l million homes) I 

3
subscribing to one or more pay services. 
Sales to dealers, according to the Electronic lndustries Association. 
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